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Original sponsors: Duncan and Goll

BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 686 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to Native and rural Tfamily services;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47 is amended by adding a new chapter to read:

CHAPTER 18. ALASKA NATIVE FAMILY PROTECTION.

Sec. 47.18.010. PURPOSE. (a) The purpose of this chapter 1is to

(1) promote policies and procedures ensuring Ffull implemen—
tation of 25 U.S.C. 1901 - 1963 (Indian Child Welfare Act of 1978) in
the state;

(2) deliver comprehensive and culturally respectful protec—
tive and preventive services to all Native children and families and
all rural children and families 1in the state; and

€)) encourage Native and local community participation 1in
state actions affecting Native or rural children and families.

(b) This chapter 1is not intended to abrogate or diminish the
obligations of the federal government to fund social services to
Native children and families under 25 U.S.C. 1901 - 1963.

Sec. 47.18.020. OFFICE OF NATIVE FAMILY SERVICES. The office of
Native family services 1is established in the division of family and
youth services. The office shall be headed by a coordinator appointed
by the director of the division. The coordinator shall be a qualified
professional trained and experienced in the administration of social
services programs and Indian or Alaska Native affairs. The coordina—

tor is in the classified service.
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Sec. A7.18.030. DUTIES OF THE OFFICE. The office may

(1) award grants necessary or incidental to the performance
of 1its duties and the executions of its powers, 1including grants to
Native or other nonprofit organizations or corporat: ns, Native vil—
lages, or municipalities, for services rendered or furnis to Native
or rural children and families;

(2) administer orsupervise the administration of the
provisions vrelating to Alaska Natives 1in state plans submitted for
federal funding under federal social services laws;

(3) coordinate the activities of the division and of grant—
ees in providing services to Native children and Native families in
the state;

(4) make contracts and other joint or cooperative agree—
ments with Native organizations, Native villages, municipalities, or
private nonprofit agencies to provide services to Native children and
Native families, and for the common advancement of Native Tamily
welfare programs in this and other states;

(5) keep records and engage in research in the gathering of
relative statistics;

(6) do other acts necessary to implement the authority
expressly granted to it.

Sec. "7.18.040. COMPREHENSIVE PROGRAMS FOR DELIVERY OF SERVICES;
REGIONAL PROGRAMS. () The office shall operate a comprehensive and
coordinated program to provide supportive and preventive services
under this title to Native children and Native families.

(b) With the approval oF the commissioner, the coordinator
divide the tate into appropriate regions to conduct the program and
establish dards for develop?-ent of the program on the regional

level. In establishing the regions, the coordinator shall consider

mi
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the existence of Native organizations and the resident population cr
village concentration represented by those organizations, or city or
borough lines and population concentrations. Programs shall be estab—
lished with maximum feasible local involvement.

Sec. 47.18.050. NATIVE FAMILY SERVICES; RURAL SERVICES. (a)
The department may award grants through the office to Native or other
nonprofit organizations, Native villages, municipalities, or individu—
als to provide services to Native children and their families, 1includ—
ing

D) education for the prevention and detection of child
abuse and neglect;

(2) counseling and treatment of families designed to pre—
ventchildren from suffering harm from abuse or negiact, to prevent
the breakup of families, and to provide remedial and rehabilitative
services, especially those required under 25 U.S.C. 1912(d) and those
designed to reduce the likelihood that a parent will continue conduct
that causes a child to be a child in need of aid under AS 47.10.0)0-
(a) (2);

3) developing, screening, and supporting foster and adop-—
tive homes that meet the standards of operation of the department and
that assist the department 1in satisfying the requirements of 25 U.S.C.
1915 and in providing care for the children committed to its custody;

(4) family assistance, including homemakers and home coun—
selors,day care, after school care, respite care, parent aides, and
parenting skills training;

(5) detection and reporting of harm to children under
AS 47.17, and providing coordinat: >n and assistance to the department
in investigating and monitoring cas s;

(6) providing coordination among agencies and organizations
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engaged in intervention with and treatment of child sexual abuse,
including providing public education and professional training, con—
sultation, development of support groups, and direct treatment of
victims, family members, and offenders;

(7) providing expert consultation to the department con—
cerning child-rearing patterns of different Native cultural groups,
intergenerational and poer support systems, and children with special
needs;

(8) support services TfTor families experiencing stress due
to relocation from rural to urban areas;

(9) preventive services, 1including educational services for
abusive or potentially abusive parents and promotion of public educa-—
tion and awareness;

(10) emergency services to runaway youths and families 1in
crisis, 1including provision of short-term counseling, especially for
youths involved in alcohol or drug abuse;

(1D recommendations to the department for the licensing and
supervision of boarding hot.”s, group homes, nurseries, or residential
institutions caring for children.

(b) The department may aw7ard grants under (a) of this section
for the provision of services to Native and other residents 1in a
region if the grants or programs would more efficiently and effective —
ly provide services to residents of a region.

(c) An organization providing family services under a grant

awarded under this section shall follow the regulations of the depart—

ment in providing services. IfT the organization 1intervenes, or is
likely to intervene, under the provisions of 25 U.S.C. 1901 - 1963,
the department may, as a condition of the grant, require the

organization to establish procedures ensuring that employees are able



gl B~ w

()]

1P
1

12

14

20

21

4

B8 8N 8 B

WORK DRAFT WORK DRAFT

to provide grant services as provided in the grant regardless of the
intervention by the oi ""nization.

Sec. 47.18.090. REGULATIONS. The department may adopt
regulations necessary for the administration of this chapter.

Sec. 47.18.100. DEFINITIONS. In this chapter,

€D "commissioner" means the <commissioner of health and
social services;

(2) "department” means the Department of Health and Social
Services;

3) "Native" means an Indian or Alaska Native as defined in
25 U.S.C. 1903(3);

(4 "Native organization”™ means a nonprofit group, asso-—
ciation, tribe, partnership, corporation, or other 1legal entity owned
or controlled by Natives, or a majority of whose members are Natives;
in this paragraph, "tribe"™ means an Indian tribe as defined 1in 25
U.S.C. 1903(8), including an Alaska Native village as defined 1in 43
U.S.C. 1602 (section 3(c) of the Alaska Native Claims Settlement Act);

(5) "Native village™ means an Alaska Native village as
defined in 43 U.S.C. 1602 (section 3(c) of the Alaska Native Claims
Settlement Act);

(6) "office" means the office of Native family services.
Sec. 2. AS 47.35.010(a) 1is amended to read:

(a) The department may

(1) license and supervise boarding homes, foster homes,
group homes, nurseries, institutions caring for children and foster
homes, group homes and institutions caring for dependent adults;

(2) investigate and supervise licensees;

(3) enforce the standards established by it;

v4) contract with private or municipal agencies to
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investigate &nd make recommendations to the department for the
licensing and supervision of boarding homes, foster homes, group
homes, nurseries, institutions caring Tfor children and foster homes,
group homes and institutions caring for dependent adults under
procedures and standards cf operation established by the department”

(5) by grant, contract with a Native organization,
village, or municipality, to investigate and make recommendations to
the department for the licensing and supervision of boarding homes,
foster homes, group homes, nurseries, or institutions caring for
children.

* Sec. 3. This Act takes effect January 1, 1987.

CSHB 686 (HESS) 6.
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COMMITTEE ON HEALTH. EDUCATION
AND SOCIAL SERVICES

ouchvVv

p
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MEMORANDUM
DATE: April 10, 1986
TO: Rep. Koponen
Co-Chair

House HESS Committee

Rep. Hurley
Rep. Hanley
Rep. Thompson
Rep. Pettyjohn
Rep. Taylor

FROM: Rep. Gruenberg
Co-Chair
House HESS Committee

RE: HB 686: "An Act relating to Alaska Native Family
Protection; efd."”

AlIl amendments to this bill must be presented in writing at
today""s HESS Committee meeting.

Thank you.



BILL SHEFFIELD, GOVERNOR

/ REPLY TO:
DEPARTMENT OF LAW [ 1031 IN 4th A VENUE
] SUITE 200
ANCHORAGE. ALASKA 99501
OFFICE OF THEATTORNEY GENERAL > PHONE: 19071 276-3550
C11st NATIONAL CENTER
. 100 CUSHMAN ST.
April 7, 1986 SUITE 200

FAIRBANKS. ALASKA 99701
PHONE: 1907) 452-1568

(a«ZjaiUCH K mSTATE CAPITOL
JUNEAU. ALASKA 99811
PHONE: (9071 465-3600

The Honorable Max F. Gruenberg, Jr.
House HESS Committee

Alaska State Legislature

P.0. Office Box V

Juneau, AK 99811

Re: HB 686, relating to Alaska
Native family protection

Dear Representative Gruenberg:
The Department of Health and Social Services has asked
the Department of Law to share with you our analysis of the

constitutionality of HB 686.

The bill sets up a separate program and grant structure

for Native children. On its face, the question arises whether
this allocation of state funds denies equal protection to non-
Native <children. Fcr the following reasons, we believe the

measure is valid.

Generally, the requirement of equal protection (the
14th Amendment to the United States Constitution and Article 1,
Section 1, of the Alaska Constitution) prohibits granting to one
class of citizens public benefits which are denied to other simi—
larly situation citizens. Federal 1law, however, contains a sig-—
nificant exception: federal programs intended to benefit Native
Americans are valid, based on the special relationship between
the federal government and Native Americans. This special
relationship 1is sometimes spoken of as a trust relationship,
derived from the fact that Native Americans were historically
reduced to the status of dependency on the United States. This
special relationship permits federal programs such as BLA
schools, Indian-hire preferences on federally-funded projects,
and statutes like the Indian Child Welfare Act, 25 U.S.C.
8 1901-1963 (ICWA). ICWA was 1intended to address the special
needs of Native Americans in the child welfare system.

The states have never been found to have the same spe—
cial relationship with Native Americans; and the courts have in-
dd .ated that states do not have the same freedom to provide
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special benefits to Natives only. See Washington v. Confederated
Bands of the Yakima Indian Nation, 4315 U.S. 463, 501 (1979);
Queets Band v. Washington, 765 F.2d 1399, 1404 (9th Cir. 1985).
Nonetheless, states clearly may pass legislation which treats
Natives differently from non-Natives if the different treatment
is either required or affirmatively permitted by federal law.
This conclusion is the result of the familiar doctrine of federal
preemption: when federal law requires or affirmatively permits a
certain result, contrary state law has no effect.

In the case of HB 686, the program to be created 1is

clearly sanctioned by [ICWA. ICWA requires certain procedural
changes in state <child welfare proceedings and permits other
changes as well. For example, 25 U.S.C. 8&1912(d) requires reme—

dial services to Indian families, and implicitly these must be
culturally sensitive services; section 1915 requires preferences
for Native and village homes in both adoptions and foster place—
ments, and implicitly requires state efforts to make such homes
available; and section 1919 sanctions state-tribal agreements in
a range of Native child welfare areas. HB 686 1is intended to
fulfill these sections of ICWA and hence comes within the preemp—
tive effect of ICWA, 1i.e., equal protection is not violated be—
cause it is part of a federally-mandated program to benefit
Native Americans. In short, the federal government"s special
relationship with Native Americans permits ICWA, which in turn
permits state efforts to carry out |ICWA, despite what could
otherwise be equal protection problems.

Sincerely yours,

HAROLD M. BROWN
ATTORNEY GENERAL

By: —
Douglas K. Mertz
Assistant Attorney General

DKM:dim
cc: John Pugh, Commissioner
Dept, of Health & Social Services
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For an Act entitled: "An Act relating to Alaska Native family
protection; and providing for an effective date."

HB 686 would establish a Native Family Services unit within the Division
of_Fam|I_¥ and Youth Services, Department of Health and Social Services.
This unit would award grants to provide comprehensive aid culturally
respectful protective and preventive services to Native children and
families In the state.

The department supports HB 686. The goal of implementing the federal
Indian Child Welfare Act is presently “carried out by the d_ef)artment to
the extent possible with its present” resources. ~HB 686 will enhance the
department's ability to further promote this policy.

The Federal Indian Child Welfare Act was passed in 1978. Under that Act
the Secretary of the U.S, Department of the Interior is authorized to
make grants ‘to Indian tribes or or?anlzatlons for Indian child and
family social services. However, the U.S. Congress has not adequately
funded these g%_rants programs, nor has the Secrétary awarded adequate
dollars to Native or?anlzatlons within Alaska. Therefore, in many areas
of the state, federal funds for social services to Native familieS have
decreased drastically in the last five years.

The department would be willing to support an amendment to this bill
statlnq_tha_t this Act is not meant to_relieve the federal government of
Its ob %atlon to provide social services to Alaska Natives under the
Indian Child Welfare Act. The grants envisioned by this bill are meant
to supglement whatever other federal or community resources may be
available to Alaska Natives. However, at this point > time, the State
in trying to carrying out the Indian Child Welfare ace, often finds that
remedial " services” meant to prevent Ine breakuP of Natives families, or
to reunjte those families, are not sufficiently available, especially in
rural Alaska. When any party — whether the state, a relative or the
child's village council — ‘attempts to protec* Native children by
removln? them from the garental home, the coui ¢ must first be shown that
remedial services have been made available to the family and that those
efforts have failed. It is not solely the state's responsibility to
?rowde these remedjal services, but with the increasing withdrawal of
ederal social services monies, new methods for providing Native family
support services must be found.

HB 686 also addresses a general concern of the department: the lack of
diversity of sociul services for rural areas. Urban centers can offer
more social workers, in-home child protection services, counselors,
emergency shelters, foster homes etc. Many outlying areas are only
servéd by itinerant state social workers who are”_hard pressed to deliver
manda_torY protective services in crisis cases. These rural areas
especially need more remedial and preventive social services. HB 686
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has the potential to address this Broolem and increase local services
for Natives by providing a stable base of grant funding to local social
service agencies.

The Division of Family and Youth Services serves a large number of.
Native clients: of i1ts entire caseload, 55.95 are Native clients
(Native Alaskans constitute approzumately 165 of the state population).
HB 686 is a positive step in providing more services to Native families.

After consultation with the Office of the Attorney General and_the
sponsor, the department urges four amendments to this bill.  The
department urges deletion of the word "all" at page 1, line 15, tg
clarify that although the grant Program is designéd to assist Native
children and families it does not set a funding formula to guarantee
services. The department can not be certain what level of grant funding
the legislature may appropriate for this program from year- O-Kear, and
accordingly each year the department will have to distribute the grants
to serve™as many Native residents as possible. Secondly, at page_l,
line 18, the dePartment recommends deletion of the word™ “rural.™ The
bill is primarily focused at Native children and families, including
those in urban areas, since the authority for this special grant program
arises out of the federal Indian Child Welfare Act. “Finally  the
department recommends that all references in the bill to an’ "Office" of
Native Family Services should be replaced with language designating a
"coordinator” of Native Family Services. This change maintains a |
separate unit within the department but does not diCtate an executive
branch decision as to how the unit will fit into the organizational
structure. Finally, the department urges the addition 0f a sentence to
the statement of purpose in AS 47.18.010:

This chapter does not abrogate or diminish the obligations of the
Federal government to fund social services to Native children and
families “under 25 U.S.C. 1901 — 1963.

The department strongIY supports this needed piece of Ie_(ijslanon. It
is apparent that social services delivery to Native families needs to be
augmented. The State jf Alaska has had a history of augmenting social
services delivery to urban communities (e.?.l Anchorage "and  Fairbanks
social service block grants). Therefore, this piece of legislation is
consistent with past State practice of supplementing local “social
services efforts,
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Michael L. Price, Dirtactor
Division of Family
and Youth Services

2,>, lya’L,

(K.&U
R. Pugh, Ctffofhissioner
nt of Health
and Social Services

3/a ?g-£



Sectional Analysis
HB 686

Section 1 of the hill_Section 47.14.08, states the purposes of the
Alaska Native Family Protection Act: to promote implementation of the
Indian Child Welfare Act by delivering culturally res?ectful social
services to Native children and families within ‘the state.

Section 47.18.020 creates an Office of Native Family Services in the
Department of Health and Social Services to be headed by a qualified
professional with experience in the administration of social services
and Alaska Native or Indian affairs.

Section 47.18.030 states that the Office of Native Family Services shall
award grants for social services to be furnished to Native children and
families, coordinate the general activities of the Division of Family
and Youth Services and those of the grantees in providing services to
Native families, enter into qther types of contracts or cooperative
agreements with Native organization$ for services or for the common
advancement of Native family welfare programs in this and other states;
and keep records and engage” in research Televant to these goals.

Section 47.18.040 states that the Office shall operate a comprehensive
and coordinated program to provide services to families, The coordinator
IS, authorized to desu%nate service delivery regions within the state,
with the approval of the Commissioner.

Section 47.18.0508a) states that the Department of Health and Social
Services may award grants through the Office of Native Family Assistance
to Native or_ other non-profit organizations or local governments to
Prowde_servm_es from a comprehensive list of supportive social services
or Native children and families. These services include education to
prevent and detect child abuse, family counseling, recruiting and
screening of foster and adoptive homés, other family assistance programs
(such as™ homemakers, day care, and home counselors), nd coordination
amon%_agenmes and organizations work ng with children and families, In
addition, the grantees may be delegated "to provide expert consultation
to the department, emergency service? to runaways, and to make. recommen-
dations for licensing and supervision of child placement facilities.

Subsection (bt)' of 47.18.050 authorizes the department to award grants
under thissection for the provision of services to both Native “and
non-Native residents in a region when services would thereby be more
efficiently provided. Subsection (c) states that, fam|l¥ service grantees
under this” program would follow the grant regulations of the department.

Subsection  (d) of 47.18.050 provides that whenthere is a courtProc_eedlng
Involving i particular family, and the granr.ee has adut%/ under their
grant to” perform an action on behalf of the_dePartment, hen that

grantee organization could not also aR‘pear in the proceeding on behalf

of a Native village or an_individual Native mtervenmq under the Indjan
Child Welfare Act. A serious conflict of interest would otherwise arise
when regional organizations which have legal departments who intervene



on behalf of individual Native villages or Native persons under the
Indian Child Welfare Act, also employ social worker staff who have a
duty under a grant to make an |nvest|gzat|on or recommendation on behalf
of the state. The social worker's duty or recommendation might be
contrary to the particular client interest of the Native village or
Native ‘individual intervenor being represented by the Ie(t;al_ department.
(Grantees who have Ie%al departments active in ICWA court interventions
ma}/ wish to continue those activities by setting up a separate legal
intervention service within their region such that the supervision-of
the legal unit does nnt flow from thé supervisory board or entity that
oversees the social services unit providing the grant services.)

S?lcltion 47.18.100 of the bill sets out definitions of key terms in the

(e

Section 2 of the bill amends the department's powers as to the licensing
of boarding home: or foster homes and other institutions carlngi for
children. It adds a new subsection (5) to allow the department to make
?rants or contracts with Native or?amz_anons or local %overnments S0
hat those organizations can make the first level inves [?anons and
_r?commendatlons to the department on the licensing of children's facil-
Ities.

Section 3 provides for an effective date of January 1, 1987.
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. 686

For an Act entitled: "An Act relating to Alaska Native family protection;,
and providing for an effective date."

Introduction

HB 686 makes provisions for the establishment of a grant program for Native
Family Services with an effective date for implémentation, This grant
progrdm is to serve rural and Native families in.a comprehensive system
which includes full implementation of the Indian Child Welfare Act of 1978,
family assistance, homemaker, home counselors, foster parent and adoptive
services, preventive and early interyention services, grants and contracts,
licensing, alcohol and drug “counseling, and other services as determined
appropriate by the Commissioner.

Assumptions

It is assumed, that C(intract_s with and services to Native and rural families
and organizations will continue to grow.

The attached chart describes a proposed methodology for determining grant
allocations_ based on_the number of Native residents and the number of

villages within specific service delivery regions.
Program Summary

In order to administer this office in a manner consistent with State
statute, departmental regulations, and prudent management, three employees
would be needed.. Posjtions included in the fiscal “note are three Sotial
Worker Il positions in the Southcentral, Northern, and Southeastern re-
8|ons. These positions wil] oversee grant administration and evaluation,
evelop agreements for the implementation of the Indian Child Welfare Act,
and provide training and technical assistance to Native organizations. The
southe_?stern Social "Worker will function as the statewide grant coordinator,
and will ensure program consistency.

page of



NATIVE REGIONAL NON-PROFIT CORPORATION SERVICE AREAS
(EXCLUDING KAWERAK, MANIILAQ, AND MAIOR POPULATION
AREAS IN EXCESS OF 5000 INHABITANTS)

NUVBER OF NUMRER OF  RECOMMENDED ALLOCATION UNDER HB FY87
REGIO¥ NATIVES VILLAGFS 17 MONTH FUNDING \ 6 MONTH FUNDING

HAIDA 4,127 17 148.4 4.7
REGION

TANANA

CHIEFS 4,365 47 157.1 78.6
REGION

ALEUTIAN

PRIBLOFF 1,934 14 69.6 34.8
REGION

BRISTOL

BAY 3,520 25 126.7 63.4
REGION

KODIAK 1,884 1 1.8 35.9
REGION

NORTH

SLOPE 3,067 8 110.2 5.1
REGION

AVCP 11,177 50 402.4 201.2
REGION

COOK 6,300 ! 226.8 113.4
INLET

NORTH

gﬁ\%IFIC 841 5 30.5 15.3
TOTAL 371,70 175 | 1,343.5 671.9

Based on a pilot oproiect FY86 with Tlingit-Haida, a _determination of
§36/person/6 months was the baseline fiqurp derived. As data is accumulated for
Y8/ and reviewed, other factors will "be considered, such as overall cost of
dellvepr_étesue of delivery area, and other differential costs as determined
appropriate.
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Travel
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Total Cost
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Federal Receipts
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Program Receipt:
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Key Number___
Request For

New Position

Ag-ncy
DRU

Component

RP Number

Amount
3

27713 "

JHFII
1004 TO0 -
1005
1028-

‘51

Department of Health and Social Services

Purchased Services

Itotiyo/fa.rai

No. of Positions Range/Step fla Gov;-:  Approy” Oisopp
HIIC | It r i o
ideation” Flection District
Juneau

Justification

HD 686 authorized the establishment of an Office of
Rural and Native Family Services. The major duties
of this office will be to oversee the a -ministratior
of grants to Native organizations, implement the pro
visions of the Indian Child Welfare Act, and to do
training with Native social service organizations.
It is anticipated that one social worker LIl will

be needed in each of three regional state social
services officc.in order to implement the provisions
of the bill.

The costs are predicated upon current contract Ilcve
and reclassification efforts as recommended bv the
Department pf Administration. These are maximum
personnel costs and may be less depending unon fut-—
ure revenue levels and contract negotiations.

FY 87

Page of
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I'FT Six

Type of i:\ncmliiurc

RP Number

Amount

No. of Positions Ranj;c/Slcp Da. Gov; Apro™™;.  Disopp

OlE_
Location
Anchorage

H -
Llcclion District teg

Justification

HR 686 authorized the establishment of an Office of
Rural and Native Family Services. The major duties

1 2
Sili(y 20.8 of this office will be to oversee the administratic:
lrnefils $.2 * KUXVRUXVRVXV VY g ¢ grants to Native organizations, implement the prc
Picmium Pay ) visions of the Indian Child Welfare Act, and to do
Oilier L . . . . . .
) 8 5, training with Native social service organizations.
Inlal Personal Services 20 It is anticipated that one social worker 11l will
Travel — be needed in each of three regional state social
Cnnlrac!ga_l | U services officesin order to implement the provisions
Cnnunnililics . of the bill.
I.(Juipniciit .
oilier e The costs are predicated upon current contract love
) . 2DU and reclassification efforts as recommended bv the
Tnial Cosi ' Department pf Administration. These arc maximum
personnel costs and may be less depending unon fut-
Receipt Code rumlini; Source ure revenue levels and contract negotiations.
Federal Receipts 1002
G. F. Match 1001
General Funds 1004 20 0
I-A Receipts 1005
P.ogram Kcccipls 1028-
CIP Receipts 1061
Other
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. . No. of Positions Rangc/Slcp Dai ni
Position Tiiic Social Worker 111 HEIS- i~ finv )
Iline Status Slatf Months RP Number location Flection District m-
PPT Six Fairbanks
Justification
Type of Uxpentlilufe Amount HB 686 authorized the establishment of an Office of
1 2028 3 Rural and Native Family Services. The major duties
Salarv . mmmm——— of this office will be to oversee the administratior
Iencfils 5.2 of grants to Native organizations, implement the prc
Premium Pay o visions of the Indian Child Welfare Act, and to do
Oilier ] o 260 training with Native social service organizations.
Total Personal Services ' It is anticipated that one social worker Il will
Travel E_’? be needed in each of three regional state social
Contractual services officesin order to implement the provisions
Commodities 1.0 of the bill.
I.tjuipnicnl - . .
Other —_ Hie costs are predicated upon current contract level
and reclassification efforts as recomnended by the
Total Cost 20.u Department pi Administration. These are maximum
personnel costs and may be less depending unon fut-
Rrrcipt Cmilc Funding Souuc ure revenue levels and contract negotiations.
Federal Receipts J_mz_
G. F. Match LDHL
General Funds 1004 [
I-A Receipts 1005
Program Rcccipls 1028n
CIP P.cccipls 1061
Other
l:or D&M Use Only
Key Number _
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POUCH Y «STATE CAPITOL
WE ELEKMIIUTM
907.465-3800

LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM March 20, 1986
SUBJECT: Sectional analysis of HB 686
TO: Representative Jim Duncan

FROM: Edward H. Hein

Legislative Counsel

Section 1 adds a new chapter to AS 47 called Alaska Native
family protection. Sec. 47.18.010 states that the purpose
of the chapter is to implement the Indian Child Welfare Act,
deliver protective and preventive services to Native and
rural families and children, and encourage Native and local
community participation in state actions affecting Native
and rural children and families.

Sec. 47.18.020 establishes the office of native family ser—
vices within the division of family and youth services, De—
partment of Health and Social Services. Sec. 47.18.030
allows the office to award grants, administer provisions
relating to Alaska Natives in state plans submitted for fed-—
eral funding under federal social services laws, coordinate
activities of the division and grantees in providing ser—
vices to Native children and families, contract to provide
services, keep records, and engage 1in research.

Sec. 47.18.040 directs the office to operate a comprehensive
program to provide services under AS 47 to Native children
and families. The section also allows the coordinator of
the office to divide the state into regions.

Sec. 47.18.050 allows the Department of Health and Social
Services to award grants through the office to Native or
other nonprofit organizations, Native villages, municipal—
ities, or individuals to provide services, 1including
education, counseling, screening foster and adoptive homes,
assisting families, detecting and reporting harm to
children, coordinating agencies involved with child sexual
abuse, provide expert consultants to the department, support



Representative Jim Duncan
Page 2
March 20, 1986

services for families relocated from rural to urban areas,
preventive services, emergency services to runaway youths,
and recommendations to the department. This section also
allows the department to award grants to provide services to
Native and other residents in a region if that would be a
more efficient way of providing services. Family services
organizations receiving grants must follow department
regulations. Grantees under a duty to take action on behalf
of the department may not also appear in a court proceeding
under the intervention provisions of the Indian Child
Welfare Act.

bee. 47.18.100 defines various terms used in the bill.

Sec. 2 allows the Department of Health and Social Services
to contract with Native organizations, Native villages, or
municipalities to investigate and make recommendations to
the department for licensing and supervision of boarding
homes, foster homes, nurseries, or institutions caring for
chixdren.

Sec. 3 provides for a January 1, 1987 effective date.

EHH:csh
c6/046
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SPONSOR: . HOUSE HESS

SUBJECT: HB 686 - Al NATIVE FAMILY PROTECTION
DATE: MARCH 24,- 1986 . , ®
SITE. DELTA

LOCAL MODERATOR: LIZ SARVER ..

NOT ON LINE

IESIIEIEE]
1, WILLIAM MILLER, P.O0O., BOX 262, DOT LAKE, Al 99737

IQfcL.VISi *

OBSERVED.
1. ROSE wWOoODS, UNITED CROW BAND, P.O., BOX 131
TDK, Al 99780

DOT LAKE: TESTIFIED -1
OBSERVED -0
TOTAL -1
TDK: TESTIFIED - 0
OBSERVED -1

TOTAL -1
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H ORIGINAL . QD
« SENT: 03/25/86 AAME - 12:14 *
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* SUBJECT: 3/24/86 HHESS HB686 »
40 PRINTDATE: 0n/25/86 TIME: 12:14 *
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FINAL T/C STATS

DATE : 3/24/86
SITE = FAIRBANKS < MODERATORFiiifc! IE_fclE!J23.JEE
SPONSOR HOUSE HESS
SUBJECT: _HB686, Ak NATIVE FAMILY PROTEC7ION
NAME/REPRESENTING ADDRESS * - -« PHONE
TESTIFIED:

1, MICHAEL J. WALLERI, TANANA CHIEFS CONF,, 201 1ST AVF., s
FAIRBANKS 99707 452-8251

OBSERVED

-0-
TESTAFIED: 1 TIME START: 5:00PM TIME END : 6j.Q5Eti
OBSERVED: 0]

*TOTAL: 1



* DELIVERTO: TCJNU «
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* ORIGINAL - *
* SENT: 03/25/86 TIME: 09:33° X
« FROM: LIOBAR X
m SUBJECT: FINAL STATS *
* PRINT DATE: 03/725/86 TIME: 09:33 *
X

XX XXX X* XX X XXiV X X Omce B)(*%X X XXX XXX XXX XXXXXXXXXX XXX XXX X XXX X
XXXXFINAL STATSxXXXFINAL STAYS*XxXxXxF?NAL STATSx*XxXFINAL STATSXXXXX

BARROW L1I6G6

3/24/86

HB 686 ALASKA NATIVE" FAMILY PROTECT ION * - e -
TESTIFY/OBSERVE

BARROW PARTICIPANTS.
«i)NO ONE

1M SORRY ABOUT THIS ONE GUYS e« OUR SUPPOSED PARTICIPANT

CALLED TWICE TO SAY SHE WAS COMING AND THEN CANCELLED OUT
AT 5:02 PM.

TESTIFIED: O OBSERVED: 0 TOTAL: 0

WX X XXXXXXXXX SFXXBXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XXXXXXXXXXPeXXX

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XXX XXX X X XXX XXX

v

8 \'>yy~



SIN/*GSY G

x DELIVER TC: TCJINU X

§ »

x ORIGINAL X

x SENT: 03/25/86 TIME: 11:33

X FROM: JUNE GALCEY X

x SUBJECT: T/C 3/24— HB636 X

X PRINT DATE 03/25/36 TIME: 11 33 ; ,
X

*a.#O/-XXXXXXXXX*XXX*XXX*X*«************#******** X*****XX

**# FINAL T/C STATS ***

DATE MARCI-: 24, 1986
SITE Ketchikan - : e 1 — _-—

SPONSOR unii:'- P i <
SUBJECT 1B*636/NAT IVE'*FAMILY~PRCTECT 10N
.0CA?. MODENA ,O0R : JUNE OALL.E"

XXX XX XXX VX * X XX XXXXXXXX*iXXXX.XXXXXXXXXXXX*X—XXXXXXXXXXXXXXXXXX XX# amx Xe X* X

TESTIFIED: e Te " . emeceo . .
NAME/REPRESENTING ADDRESS PHONE
iftl 1Aii ARGF: KETCH tKkAN INDIAN CORP,,499 DEFRMOLNT KEICMIKAV. m

AK. 99901 (225-5150)
, Klu, 499 DEERMOUNT, KETCHIKAN, AK.. 99901
<225-5158)
YYVEYVYYYYYYYYYXXXX XXX XX XX XK XXX XXX XKXXX XXX XKKKXXXXX XXX XXX XXXX XXX XX XXX X
OBSERVED:
NAME/REPRESENTING ADDRESS PHONE

9 don HOFF, JR.

1. THERESA SWAN, K.IC, 429 DEERMOUNT, <eKETCHIKAN., AK. 99901 -(225.-5153)
2. AL.YCE ARGEL, 499 DEERMGUNT, KETCHIKAN, AK. 99901 (225-5158)

XXXXXXX XXXXXXXXXXXXXXSXXXXXXXXXXXXXXXXXXXXXXXXX XXX XXX XXX XXXXXXXXXXXXX

TESTIFIED 2 TIME START: 5: 00PM.
OBSERVED 0 TIME END: 6 miOPM.
TOTAL y

SV \\*V w oonv. m=y m. AN ALY AR AR r. AR D2 AT V- ATSATE ATH ATE AT ATH AT ATE AKX KUt APY VX AFR ATH ATK ATX AFS ATY AQr ACK ATX A% AFK ALK AT, ACK ACK AR ACK ACK



{@difm"-

* *

S XXXXX XX XXX XXXXXXXXXXXXXXXXX XXX XXX XXX EXXXXX XXX XXX XXX

X
x DELIVER TO: TCJNU X
w X
X
X
X ORIGINAL X
X SENT: 03/24/86 TIME: 1910 X
w _ROM: LIGPSG X
K SUBJECT: FINAL STATS-3/24-HB 686 X
I PRINT DATE: 03/24/86 TIME. 18:10 i
-X--x*x**#x*»#x:x.**xxximx.x%**xxx.x**.#xx.*’\.$xx$*xxx#.£x$####*## 4.
XXX FINAL T/C StATS ##*"
DATEmMARCH 24, 1984
SITE: PETERSBURG
SPONSORe (H> HESS
SUBJECT: MB 686-AK NATIVE FAMILY PROTECTION
e o LOCAL MODERATOR: :CRIS.
L | If-%)( XXXXXXXXX X XXX XXXXXXXXXXXXXF XXX = XXXXXXXXXXXXXXXXXXXXXX

TESTITIED:
NAME/REPRESENTIMG ADDRESS PHONE

1 GERTRUDE LYONS . BOX 588, PSG 7.72-36,56 <W)

FPXXXXXXXXKXXXXXXX XXX XXXXXXXXXXXXXXXXXXXIEXXXXXXXXXXXXXXXXXXXXX XXX

OBSERVED:
“NAME/REPRESENTING- - <« ADDRESS-

., «j .PHQNE
NONE

Y KXXXXXXXXXXAXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXAAX X XXX XXX XX XXX X XXX

TESTIFIED: i TIME START: 4:55 PM
OBSERVED: .0 TIME END: 6:05PM
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X . * k
* X
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* SENT: 03/28/86 TINE: <5:39 X
» FROM LCODLG X
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¥ PRTNT DATE 03/28/78/ TIME® :5:39 . -
EFXXXX XX XX -V X X=X XXX XXX XV X#X XX XXX XXX X5 EX XX XX XFS XXX XX XXX XX T e
FINAL STATS
SUE,. : LOUSE JESS KB686, ALASKA NATIVE FAMILY .PROTECTION
SIT”?” BILLINGHAM LIO e * ** .

4
DA i : , 2 86. 986, MO B AY - 5 TO =mPM
NO ONE TO TESTIFY -z v - " -A“
OBSERVERS

KATHLEEN STCUT, STATE CzZ ALASKA, DIVISION OF FAMILY AND YOUTH
SERVICES, BOX 2072, DILLINGHAM, ALASKA

XX = X XXY ZaX e X XXX XXXXXXXX XXX
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IS A RESEND FROM THAT DATE.
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ORIGINAL e o

SENT: 03/25/86 TIME: 12:16

FROM: FALEENE BIGGS X
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................ .DATE M$RCH 241.9-86
mSITE/"STTka LIOL ... .....
SPONSOR: HOUSE H.E.S.S. COMMITTEE,, __
SUBJECT: HB686-; AK NATIVE FAMILY PROTECTION
LOCAL MODERATOR: FALEENE BIGGS..

testified.. , hd * It
1. JIM BO9EN, RESENTING SITKA COMMUNITY ASSOCIATION
P.0O. BOX 1*-50, SITKA, AK 99835 747-3207

XXXXEX XXX XXXXXXXXKIEXXXXKXXXXXKXXXXXEXXXXXXXXXXXXXXXXXXXBEX XX XX XXXXX XXX XX
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of t"a original records

after microfilm reproductions havej been made.
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COMMITTEE REPORT
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Date referred:2/17/86
FURTHER REFERRALS: FINANCE

| |
DATE . S>h / \Id
HEALTH, EDUCATION AND

The SOCTAL SERVICES Committee has considered HB 688

"An Act allowing tax credits for contributions to educational
institutions.” fer

and recommends:
do pass
do not pass

do pass with attached amendment(s)

e bl

no recommendation N

replace with r/f> M i ] same title
] new title

and recommends jl t

[ 1 further referral to the Committee

and attaches: ] letter of intent
] first fiscal note

new fiscal note
1] zero fiscal note

SIGNING DO PASS SIGNING OTHER RECOMMENDATIONS:



STATE OF ALASKA 1SSO LEGISLATIVE SESSION
FISCAL NOTE
Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No: CS HB 68b Aaency Affected: Revenue
Title:An Act Allowing Tax cTedits for BRU.

Contributions to Educational

Institutions

Sponsor:  Gruenperq Components:
R%questor: HESS P

Date of Request: 3/18/86
EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1 FY 8G 1FY 87 1FY 88 | FY 85 1FY 90 1 FY 51
| OPERATING 1 1 1 1 1 |
| PERSONAL SERVICES 1 - 1 1 1
1 TRAVEL | 1 | 1
1 CONTRACTUAL | 1 | - | 1 1
1 SUPPLIES 1 1 1 1
1 EQUIPMENT | 1 1 | 1 1
|  LANDS & STRUCTURES | 1 1 | 1 1
1 GRANTS, CLAIMS | « 1 1 | 1 !
1 MISCELLANEOUS | 1 1 1
| TOTAL OPERATING | 1 1 1
1 CAPITAL | 1 r i r 1
| REVENUE | — -1 (See attached)- -
FUNDING: (Thousands of Dollars) 1.
1 GENERAL FUND | - 1 1 1 o B
j FEDERAL FUNDS | 1 1 1 i 1
1 OTHER | 1 1 1 i 1
1 TOTAL 1 1 1 1 i 1
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY
ANALYSIS: Attach a separate page if necessary
Prepared By:  Mary Ellen Frdnk/Bob Elliotf¥ 1TS Phone:  465-2173
Division: ° Revenue/Research 1} Date:  3/20/Sh

7177//

Approved by Commissionef” _ Date:  3/2C/S6

Agency: Department of Revemje
D|str|but|on b¥|Agency preparing fiscal note):

Legislative Findnce
Legls ative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) page of 10/25/85



It is impossible to give exact -figures on what the revenue
loss to the State would be under CSHE< 688 because, although the
incentive can be analyred (below), the degree of response to the tax

measure isn"t possible to gauge. The committee substitute adds
language designed to prevent corporations from using the same
contribution as a deduction or credit against multiple tax
liabilites, thereby preventing double deduction or credit. However,
a corporation can split its contribution budget among qualifying
educational insitutions and still have deductions or credits against
multiple tax liabilties.

1. The State could lose as much as (based on March 1986 revenue

mforecast, in- millions of dollars with only half of FYB7 included
given the committee substitute effective date of CY87):

TAX TYPE FY 87 FY 88
Corporate 100.0 1790.0
Income Tax

Estate Tax .6

Producti on
Tax

0il % Gas 44 . 01.0
Property Tax

Mining Tax

Fisheries Tax 9.6 19.2

TOTAL 489 .9 824.1
2. Companies are regarded as an aggregate here. Companies that
do not make charitable contributions now will have no economic
incentives*™* to change that. Companies that have contribution
budgets will have incentive to channel them toward qualifying
institutions as they will have a economic incentive*. *Economic

incentive here means having net 1income retained after contribution,
see simplified example attached.

3. Non-educational tax deductible organisations will tend to lose
contributions from companies because corporations will have a net
gain in retained 1income by redirecting their contribution budgets to
qualifying Alaska educational 1institutions.

4. Non-Alaskan tax deductible organisations including educational
institutions will tend to lose contributions as corporations
operating in Alaska will retain a greater amount of net income by

redirecting their contributions to qualifying Alaska educational
insti tutions.

5. * The Federal Government will tend to gain tax revenue _/n
aggregate. Companies that make contributions will have less
deduction (against income taxes) and individuals will have less
credit (against estate taxes) and, therefore, both will have greater
Federal taxable income. Companies not already making contributions
would have more deductions if they chose to make then but, as noted
jofore, there would be no economic incentive (see 2.) to do so. See
simplified example attached.

6. The State will lose tax revenue but may also have less denu*nd
for existing revenues if educational institutions are funded by
private corporations.

7. There will be less ability for the State to estimate revenues

and control budgets with these tax credits.



SIMPLIFIED EXAMPLE
C5HB 683
(thousands of dollars)

ASSUMPTIONA

1. Federal Taxable Income $1 billion (before contribution)
2. State Taxable Income (107. apporti omnent) $100 million
3. Contribution to UA $25 million

4 AS 43.55 Tax Liability $50 million

CORPORATION TYPE

SCENARIO Corporation AAAAAAAAAAA Corporation BBBBBBBBBBB
Contribution Given? No contri Contri Contri Contri
Law in effect? old law CSHB6BS old Tlaw CSHB6QS8
Fed"l Taxable Income 1,000,00C 1,000,000 1,000,000 1,000,000
State Tax Credit
Add Back:
43.55 credit 0 12,500 0 12,500
43.20 tax reduction 0 250 250 250
Contribution Deduction
Subtract:

(IRC Sec. 170) -25,000 -25,000 -25,000
Adj Fed"l Taxable 1Income 1,000,000 987,750 975,250 987,750
Fed"l Tax Liability -459,980 -454,230 -448,480 -454,230
Before Fed®"l Tax Income 1,000,000 1,000,000 1,000,000 1,000,000
Fed"l Tax Liability -459,980 -454,230 -448,480 -454,230
After Fed"l Tax Income 540,020 545,770 551,520 545,770
Contribution to UA 0 -25,000 -25,000 -25,000
Aft Fed®"l Tax %X Contributn 540,020 520,770 526,520 520,770
NOTE:
1. Corp. A does not have a contribution budget under existing law. If it made a

contribution under CSHB688 it would;

A. Pay $5,750 thou, less Federal income tax;

B. Have more money after taxes, $5,750 thou;

C. Have $19,250 thou, less after taxes and <contribution, the net of $5,750
thou, more after taxes less the $25,000 thou, contribution.
2. Corp. B does have a contribution budget under existing law. IT it made a
contribution under CSHB608 rather than wunder existing law, it would:

A. Pay $5,750 thou, more Federal income tax;

B. Have less money after taxes, $5,750 thou;
r lhv/n i*5 7cn i — [ I i e e oo



SECTIONAL ANALYSIS FOR HB 688 - RELATING TO TAX CREDITS FOR
CONTRIBUTIONS TO EDUCATIONAL INSTITUTIONS

The aim of the bill is to provide a new revenue stream fc,
higher education in Alaska, while providing considerable state
and federal tax benefits for individuals making contributions.

SECTION 1 Provides that a person engaged in trade or business
is allowed a credit against their tax due for 50%
of their contribution to a qualified college or
university.

SECTION 2 Provides that 10% of a bequest to a qualified
college or university is allowed as a credit
towards estate tax.

SECTION 3 Provides for a tax credit of 50% of the
contribution to a qualified college or university
for an oil and gas producer.

SECTION 4 Provides for a tax credit of 50% of the
contribution to a qualified college or university
by an owner of taxable oil and gas property.

SECTION 5 Provides for a tax credit of 50% of the
contribution to a qualified college or university
towards the mining business tax.

SECTION 6 Provides for a tax credit of 50% of the
contribution to a qualified college or university
towards the state share of the raw fish tax.

SECTION 7 Defines "tax revenue collected”™ under the raw fish
tax.

CHANGES IN THE HESS COMMITTEE SUBSTITUTE:

1. Provides in each section that the contributions must be
cash and must be accepted by the college or university.

2. Prevents one contribution from being charged under more
than one tax credit category.

3. Section 3 was amended, at the request of the Department of
Revenue, to provide that the credit may be applied against
the tax liability accruing during the month the contribution
was made .

4. A new section 8 was added to the bill which provides that

the Act applies to contributions made after December 31, 1986.
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3/12/86

Original sponsors: Gruenberg, Koponen
Ringstad, et al

BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 688 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act allowing tax credits for com".ributions to
educational institutions."”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A3.20 is amended by adding a new section to read:

Sec. 43.20.014. TRADE OR BUSINESS EDUCATION CREDIT. A person
engaged in a trade or business is allowed as a credit against the tax
due under this chapter 50 percent of cash contributions accepted by an
accredited, nonprofit, public or private, in-state, two- or four-year,
college or university. The credit may not exceed the amount of tax
due under this chapter. A contribution claimed as a credit under this
section may not be claimed as a credit under another section.

* Sec. 2. AS 43.31 1is amended by adding a new section to read:

Sec. 43.31.014. ESTATE EDUCATION CREDIT. The estate of a per—
son, whoat the time of death, was a resident of this state, is al—
lowed as a credit against the tax due under this chapter 10 percent of
cash bequests accepted by an accredited, nonprofit, public or private,
in-state, two- or four-year, college or university. The credit may
not exceed the amount of tax due under this chapter. A contribut.-on
claimed as a credit under this section may not be claimed as a credit
under another section.

* Sec. 3. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.019. OIL OR GAS PRODUCER EDUCATION CREDIT. A pro—
ducer of oil or gas is allowed as a credit against the tax due under
this chapter 50 percent of —cash contributions accepted by an

-1- CSHB 688 (HESS)
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accredited, nonprofit, public or private, in-state, two- or four-year,

college or university. The credit may only be applied against the tax
liability accruing during the month the contribution 1i"J made. The
credit mav not exceed the amount of tax due under this chapter. A

contribut u claimed as a credit under this section may not be claimed
as a credit under another section.
* Sec. 4. AS 43.56 is amended by addinga new section to read:

Sec. 43.56.018. OIL OR GAS PROPERTY EDUCATION CREDIT. The owner
of property taxable under this chapter is allowed as a credit against
the tax due under this chapter 50 percent of cash contributions ac-—
cepted by an accredited, nonprofit, public or"private, in-state, two-
or Tfour-year, <college or university. The credit may not exceed the
amount of tax due under this chapter. A contribution claimed as a
credit under this section may not be claimed as a crcil® under another
section.

* Sec. 5. AS 43.65 is amended by adding a new section to read:

Sec. 43.65.018. MINING BUSINESS EDUCATION CREDIT. A person ]

engaged in the business of mining in the state is allowed as a credit

against the tax due under this chapter 50 percent of cash contribu-

tions accepted by an accredited, nonprofit, public or private, in-

I
state, two- or four-year, college or university. The credit may not
exceed the amount of tax due wunder this chapter. A contribution j

claimed as a credit under this section may not be claimed as a credit
under another section.
* Sec. 6. AS 43.75 is amended by adding a new section to read:

Sec. 43.75.018. FISHERIES BUSINESS EDUCATION CREDIT. A person
engaged in a fisheries business 1is allowed as a credit against the tax
due under this chapter 50 percent of cash contributions accepted by an 1
accredited, nonprofit, public or private, in-state, two- or four-year, 1

CSHB 688 (HESS) ~2-
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college or university. The credit may not exceed the amount of tax
due under this chapter. A contribution claimed as a credit under this
section may not be claimed as a credit under another section.
* Sec. 7. AS 43.75.130 is amended by adding a new subsection to read:
(b) lu this section, "tax revenue collected”" includes the amour
credited against taxes under AS 43.75.018.
* Sec. 8. The provisions of this Act apply to contributions made after

December 31, 198~.
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Date:

To:

From:

Nel

I would appreciate it

688 (HESS),
Finance Committee as tioon as

(Alaska Jiiale

March 26, 1986

Rep. Al Adams

Chair

House Finance Committee

Rep. Max ruenberg, Jr.

CSHB 688 (HESS) : "An Act

contributions to educational

Thank you very much.

relating to university tax credits,
it is possible.

NejrslaturB

Pouch V
State Capitol
Juneau, Alaska 99811

allowing tax credits for
institutions"”

if you would schedule a heafing on CSHB

in the House
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Offered in the HOUSE

Page

Page

Page

Page

Page

Page

TO: HB 688

1, line 15, following "chapter." insert:
"A contribution claimed as a credit under

claimed as a credit under another chapter."”

1, line 22, following "chapter." insert:
"A contribution claimed as a credit under

claimed as a credit under another chapter."”

1, line 28, following "chapter." insert:
"A contribution claimed as a credit under

claimed as a credit under another chapter."”

2, line 6, following "chapter." insert:
"A contribution claimed as a credit under

claimed as a credit unde.r another chapter.™

2, line 13, following "chapter." insert:
"A contribution claimed as a credit under

claimed as a credit under another chapter."”

2, line 20, following "chapter." insert:

-1-

this

this

this

this

this
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By Gruenberg

chapter

chapter

chapter

chapter

chapter

may not
may not
may not
may not
may not

2/24/86

be

be

be

be

be



"A contribution claimed as a credit under this chapter may not be

claimed as a credit under another chapter.”
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Date: April 11, 1986

To: Senator DeVries

Chair

Senate Community and Regional Affairs Committee
From: Rep. Max Gruenberg, Jre

Chair

House HESS Committee A
Re: HB 697: "An Actprohibiting municipal sales tax on

purchases made with food stamps"”

Attached please find back-up material for HB 697. which was
introduced by the HESS Committee ft the request of the
Department of Health and Social Services. The Food Security
Act of 1985 requires each state to have in place by October 1,
1986, a law prohibiting sa-es tax on food stamp purchases.

I would ask your assistance in promptly scheduling this bill
so that our food stamp program is not endangered.

Thank you very much.
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HOUSE BILL NO. 697

"An Act prohibiting municiP_aI sales tax on purchases made with food stamps;
and providing for an effective date."

BACKGROUND

On December 23, 1985, the Food Security Act of 1985 (Public Law 99-198) was
enacted, Title XV, Subtitle A, of this Act modifies the Food Stamp Act of
1977, One area that requires Immediate attention of the Alaska State
Legislature concerns charging tax on items purchased with food stamps.

Section 1505 states thaf, as of October 1,1986, the rood Stamp Program
cannot be administered in states where tax is cha'gedon purchases_made
with food stamps. An extension of up to one year [October 1, 1987) may be
?ranted_ if the state can justify, to the satiSfaction of the Secretary of
the United States Department of Agriculture, that more time is needed’ to
implement this chan?e. The Act says that an extension may be (]uven if the
state demonstrates that implementgtion by October 1, 1986, would have an
adverse and disruptive effect on the administration of the Food Stamp
Program or would not provide adequate timefor retailstores to implement
changes in sales tax policy.

PURPOSE OF FEDERAL AVENDVENT

This amendment to the Food. Stamp Act provides equity of food purchasing .
power between persons Par_tmpa ing in the Food Stamp Program and living in
areas. where taxes are levied on food items and food stamp™households
residing in areas where food items are net subject to taxation. There are
20 statés that charge either state or local sales tax on food purchases.
According to CongreSsman Leon Tanetta, Chairman of the Subcommittee on
Domestic Marketln?, Consumer Relations and Nutrition, "This (Amendment)
would Put an end to what Is, in effect, a transfer of revenues from the
Federal Government to State and local government at the expense of
low-income households.

IMPACT
If this proposal is enacted, the impact varies from none to moderate.

There will be no impact on the Department of Health & Social Services,
Division of Public Assistance (the agency administering the Food Stamp
Program) at the Central Office, Regional or District Office levels.

There will be a small gosltlve impact on those Food Stamg Pro%ram
Barumpa_nts who reside in areas that, Iev_Y taxes on items thal may be
ought with food stamps. If a municipality has a four percent sales tax
and”a food stamp household living in that community spends $78 worth of
food stamﬁs prior to the enactment and implementdtion of this legislation,
the household would hnve spent $3 of their food stamps paying tax on their
Purchases. This bill allows those low income households to Use all their
ood stamps on food items.
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The degree of ne?ative impact municipalities that levy taxes on these
certain items wifl experience depends on the percentagze of taxation levied
and the number of Food Stamp Program participants that shop in the
municipality. According to a study conducted last year by the Department
of Community and Regional Affairs,” it was estimated” that in 1984, $300,000
in revenues were generated by purchases made with food stamps.

The grocery stores .in areas levying taxes will, undoubtedly, be impacted
the most by this bill. Each store will need to make alterations to their
accounting bookkeepmg s¥st_ems. Computerized cash registers will have to
be reprogrammed to take this change into account, In"stores where
automation does not exist, hand methods of calculating this change will
have to be established.

If this proposed legislation is not passed, ever> group mentioned ahove
will be negatively Impacted.

On the average, 26,826 people, or 8,942 households participate in the Food
Stamp Program each month in Alaska. —These people will suffer irreparable
harm, physically as weil as economically, through the loss of their food
purchasing powér. Many households have” no money to buy food; food stamps
are their only tender at the grocery store.

The State will Jose approximately ?4.0 million annual® in Federal matching
funds because, besides providing” all the food stamps issued in Alaska, the
U.S. Department of Agriculture also provides 50 Bercent of the .
administrative costs for runm_n% the Food Stamp Program. Staff will be cut
in The Division of Public Assistance's Central Office, Regional Offices and
District Offices, since the Department will be losing on- “of the major
program administered by that Division.

Grocers would be greatly impacted if the Food Stamp Program no longer
existed in Alaska. It is gfrotl)ected that $25,000,000 in"food stamps will be
issued . to Alaskans during 1986 and the majority of that amount is spent at
?rocenes in Alaska. Without that revenue and” no food program to reRIace
he Federal program, many grocers would suffer severe economic hardship.

RECOMVENDATION

The Department of Health and Social Services _stron_?ly recommends the
passage of this bill. Although p ssage of this bill” appears to cause a
decline in revenue fo certain municipalities and a revision in ==
bookkeeping/accounting methods for (I;rocery stores in these municipalities,
loss of ‘the” Food Stamp Program in Alaska would hurt one out of every 20
Alaskans, cause far greater revenue declines at all levels, and remove a
major revenue source for Alaska's grocers, wholesalers, and shippers.
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No.

697

Recommended by: \ v A n
Jobn R. Taber, director
cz™""SiNision of Public Assistance

Date: i? C

Approved by:
/ u-"John R. Pugh”/Co"mmiss/oner

0 Department of Health &
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Date: 3
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: -----=memmemnm-

REQUEST FISCAL DETAIL _

Bill/Resolution No . : HB No. 697 Agency Affected: Health & Social Services

Tide: Prohibiting Municipal sales ~ uru : Public Assistance/Administration
tax on purchases made with food

stamps.

Sponsor: Health. Ed. and Soc. Svcs. Comm. Components: Eligibility Determination
Requestor:
Date of Request: ___ T/IfI/BE

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 870 FY 88 FY 89 FY 90 FY 91
PERSONAL SERVICES no B ™ M -
TRAVEL b -U- -U- U h—"- b
CONTRACIAL - -U- -0- U -0- -U-
SUPPLIES -0- 0 0 -0- -0-
EQUIPMENT : 0 -0- B
LAND & STRUCTURES b -()-. H+oap M “0- b
GRANTS, CLAIMS n_ . U -1
MISCELLANEOUS P - -N- -t -N-
TOTAL OPERATING -0- I . Q -N- -0

CAPITAL r -0 -0- -0- -0- -0- -0-

REVENUE 1 -0 -0- -0- -0- -0- -0-

FUNDING :  (Thousands of Dollars)

CENERALELAR, 0} :§: - E 8 383

[
()
]
[

1
=
1
-
[

" - - 0.
POSITIONS :
FULL-TIME -0- -0- '0‘ 0 -0-
PART-TIME - O -0- 0 '0' 0 - Q- 1
TEMPORARY -b- -0- 0 0 0 'b' )
ANALYSIS : Attach d separate page ifnecessary

This measure provides a positive impact on those Food Stamp Program participants
who reside in areas that levy taxes by allowing those low income households to
use all their food stamps on food items. It does not establish any program or
function which woulck\impact the Division ofj Public Assistance.

Preparedby: wmJohn P.. Talyfr Phone

Division : _  nivi<;inff~~f) Pnhlir Assiqgfanrp Date: r
Approved by Commissioner: *Date:

Agency: Dposcktmpdit. n O FiflIt.1A Snr.ial Ser.v-icES--—--—-

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) page, of 10/25/85



MEMORANDUM State of Alaska

TO.

Ray Glllesple date: February 21, 1986
Chief of Staff
Office of the Governor FILE NO.
TELEPHONENO:  465-3030
o subject: ~ "eed for Legislation to
Commissioner Prohibit Local Sales
Department of Health Taxes on Food Stamp
and Social Services Purchases

Section 1505 of the Food Security Act of 1985, recently passed by .
Congress, has amended the Food Stamp Act to require that states Partlc-
|pat|n? In the Food Stamp Program may not allow local sales tax to be
collected on those purchases,” The attached memo from the Attorney
General's office analyzes this statute and the relevant Alaska statute
in more detail. Also attached is the proposed statutory amendment which
would cure this Problem: The state must take steps as ‘soon as_possible
to get into legal compliance with the Federal Food Stamp Act, in order
to guarantee continued receipt of food stamgs within Alaska. The
efféctive date of this Act is October 1, 1986, unless an extension is
granted by the Secretar){ of Afgncu_lture_. A request for an_extensioni
cannot be based upon a lack of legislative action, but is instead
restricted to very specific reasons, cited at the bottom of page two of
the Attorney Genéral's memo. In any event, with the current féderal*
mood toward” the saving of money, the risk of apPIymg for an extension
rather than mtroducm% and moving legislation to” forbid the local sales
tax on food stamp purchases would not™be wise.

Please note that in Alaska only, food stamp recipients are allowed to
buy non-food items such as subsistence totfls and supplies with their

food stamps. Therefore, the legislation needs, to spemf)( no sales tax
on items bought with food stamps, and not be limited to ‘the exemption
from taxation of food only.

We appreciate ¥our attention to this matter, and will proceed as you
consider best toward introduction of such legislation or to tr)é for an
extension of the effective date of the Act until October 1, 1987,

Attachments

GOVERNOR'S OFFICE



« MEMORANDUM State of Alaska

to; Honorable John Pugh date: February 14, 1986
Commissioner
Department of Health and FILE NO; 66-3-86-0317
Social Services
TELEPHONE NO; 465-3603
from: Harold M. Brow:- subject; Sales taxes on food
Attorney General stamp purchases

By: George W. Edwards }§[&'
Assistant Attorney General
Human Services-Juneau

You have asked for our evaluation of the potential
impact of certain recent federal food stamp legislation cr. the
state"s fcod stamp program eligibility.

We believe the legislation in question could result 1in
the termination of state participation in the federal food stamp
program if certain sales tax restrictions are not implemented.

Section 1505 of the Food Security Act of 1S85 (H.R.
2100) amends the Food Stamp Act at 7 U.S.C. & 2013(a) to provide

that:

[A] State may not participate 1in the food stamp
program if the Secretary determines that State or
local sales taxes are collected within that State
on purchases of food made with coupons 1issued
under this Act.

Alaska boroughs and cities are currently permitted to
collect sales taxes on sales, rents, and services without
restriction. AS 29.45.650(a) states: e

(a) A borough may 1levy and collect a sales
tax not exceeding six percent on sales, rent6, and
on services provided in the borough. The sales
tax may apply to any or all of these sources.
Exemptions may be granted by ordinance.

AS 29.45.700 states:

(a) A city 1in a borough that levies and
collects areawide sales and use taxes may levy
sales and use taxes on all sources taxed by the
borough in the manner provided for boroughs,
except that the assembly may by ordinance
authorize a city to levy and collect sales and use
taxes on other sources.

CJ-00INRrr. W/79)



Honorable John Pugh, Commissioner February 14, 1986
Department of Health and Social Services Page 2
66-3-86-0317

(b) A city in a borough that does not levy
and collect sales and use taxes for areawide
borough functions may levy and collect sales and
use taxes in the manner provided for boroughs.

(©) A city outside a borough may levy and
collect sales and use taxes in the manner provided
for boroughs.

A study conducted by the Department of Community and
Regional Affairs last year found that Alaska"s food stamp

purchases during 1984 totaled $19,788,024. The department
estimated that these purchases generated approximately $300,000
in sales tax revenues. Its conclusion was that the loss of sales

tax revenues from food stamp purchases would have little effect
on revenue sharing or local government operations.

Since Alaska®s current sales tax laws do not require
that municipalities exempt food items purchased with food stamps,
legislative action wili be necessary to assun that the state
will continue to qualify for the federal program.

Proposed legislation accompanies this memorandum. It
creates an exception to existing sales tax law by prohibiting
taxation of food purchases made with food stamps. You will note

that it conforms to the requirements of section 1505 1in not
prohibiting taxation of purchases of non-food items made with
food stamps. The potential for revenue loss to municipalities
resulting from this legislation is minimal compared to the Iloss
to the state"s economy which would result from termination of the
food stamp program.

Unless ai extension 1is granted by the Secretary of
Agriculture, section 1505 will become applicable to Alaska on
October 1, 1986. This date represents .the beginning of the
federal fiscal year and is controlling according to the
Congressional Record for December 17, 1985, at H 12398.

An extension to October 1, 1987, may be granted as set
forth in section 1505(b)(2):

(2) Upon a showing by a State, to the
satisfaction of the Secretary, that the

application of paragraph (1), without regard to
tnis paragraph, woula have an adverse and

disruptive effect on the administration of the
food stamp program in such State >r would provide
inadequate time for retail stores- to implement



February 14, 1986
Page 3
66-3-86-0317

changes in sales tax policy required as a result
of the amendment made by subsection (a), the
Secretary may delay the effective date of
subsection (a) with respect to such State to a
date not later than October 1, 1987.

I7e are unable to address the question of how much lead
time municipalities and retailers in Alaska may require to
implement the sales tax changes proposed in the legislation. If
a compelling case for an extension is made before the legislature
by municipalities or retailers, the same argument would hopefully
convince the secretary. Barring such a showing, the appropriate
course of action appears to be the passage of necessary
legislation with a special effective date of October 1, 1986.

Please review our proposed legislation in light of the
above information and let us know how you wish to proceed.

GV7E:nb
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3/27/86

Original sponsor: Health, Education and
Social Services Committee

BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 697 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act prohibiting municipal sales tax on purchases
made with food stamps; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.10.200(40) 1is amended to read:
(40) AS 29.45.650 (c)j_ [AND] (d) , and (f) (sales and use tax)
* Sec. 2. AS 29.10.200 is amended by adding a new paragraph to read:
(47) AS 29.45.700(a) (power of levy)
* Sec. 3. AS 29.45.650(a) 1is amended to read:

(a) Except as provided in (f) of this section, a [A] borough may
levy and collect a sales tax not exceeding six percent on sales,
rents, and on services provided 1in the borough. The sales tax may
apply to any or all of these sources. Exemptions may be granted by
ordinance.

* Sec. 4. AS 29.45.650 is amended by adding anew subsection to read:

) A borough may not levy and collect a sales tax on a purchase
made with food coupons, food stamps, or other type of certificate
issued under 7 U.S.C. 2011 - 2025 (Food Stamp Act). This subsection

* applies to home rule and general law municipalities.
* Sec. 5. AS 29.45.700(a) 1is amended to read:

(a) Acity in a borough that levies and collects areawide sales
and use taxes may levy sales and use taxes on all sources taxed by the
borough 1in the manner provided for boroughs. The [, EXCEPT THAT THE]
assembly may by ordinance authorize a city to levy and collect sales

-1- CSHB 697 (HESS)
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