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H EA LTH  

IN SU R A N C E 

A SSO CIA TIO N  

OF A M ER IC A
1350 East Touhy Avenue, Suite 380W, D es Plaines, IL 60018 (312) 297-1490

V P R -V  j
A p r i l  18, 1 9 8 6

S e n a t o r  F r e d  Z h a r o f f  

S t a t e  C a p i t o l ,  R o o m  1 2 1  

P .O. B o x  V

J u n e a u ,  A l a s k a  9 9 8 1 1

RE: O p p o s i t i o n  t o  H o u s e  B i l l  313 ,  R e l a t i n g  t o  M a n d a t e d  I n s u r a n c e

C o v e r a g e  of  M e n t a l  H e a l t h  T r e a t m e n t s

D e a r  S e n a t o r  Z h a r o f f :

T h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  of  A m e r i c a  ( H I A A )  o p p o s e s  H o u s e  B i l l  

3 1 3  as i n t r o d u c e d ,  w h i c h  w o u l d  r e q u i r e  i n s u r e r s  t o  p r o v i d e  s p e c i f i e d  

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

T h e  H I A A  is a n a t i o n a l  t r a d e  a s s o c i a t i o n  r e p r e s e n t i n g  3 3 8  i n s u r a n c e  

c o m p a n i e s  w h o  w r i t e  a p p r o x i m a t e l y  8 6 %  of  t h e  p r i v a t e  h e a l t h  i n s u r a n c e  

s o l d  i n  t h e  U n i t e d  S t a t e s .  M o s t  of  t h e  c o m p a n i e s  l i c e n s e d  to  s e l l  h e a l t h  

i n s u r a n c e  in  t h e  s t a t e  of  A l a s k a  a r e  m e m b e r s  of  t h e  H I A A .  W h i l e  t h e  

v o l u m e  o f  b u s i n e s s  t h a t  t h e s e  c o m p a n i e s  c o n d u c t  i n  A l a s k a  is s m a l l  in 

r e l a t i o n  to t h e i r  o v e r a l l  b u s i n e s s ,  w e  n e v e r t h e l e s s  t a k e  A l a s k a n  

l e g i s l a t i o n  t h a t  is a d v e r s e  t o  t h e  i n d u s t r y  q u i t e  s e r i o u s l y .

T h e  H I A A  f a v o r s  t h e  f r e e d o m  of  c o n t r a c t  t h a t  a l l o w s  i n s u r a n c e  

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

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

c o n s u m e r s’ f r e e d o m  to  c h o o s e  t h e  b e n e f i t s  t h e y  w i s h  t o  p u r c h a s e  a n d  t h a t  

l i m i t  i n s u r e r s’ a b i l i t y  to  c o n t r o l  c o s t s  a n d  k e e p  r a t e s  d o w n .  H o u s e  B i l l  

3 1 3  w o u l d  i m p o s e  s u c h  m a n d a t e s .  M e n t a l  h e a l t h  b e n e f i t s  a r e  a m o n g  t h e  

m o s t  c o s t l y ,  if n o t  t h e  m o s t  c o s t l y  of  b e n e f i t  c o v e r a g e s ,  a n d  H o u s e  B i l l  

3 1 3  w o u l d  m a n d a t e  m e n t a l  h e a l t h  b e n e f i t  c o v e r a g e  l e v e l s  s i g  i f i c a n t l y  

h i g h e r  t h a n  t h o s e  r e q u i r e d  i n  a n y  o t h e r  s t a t e  t h a t  h a s  a d d r e s s e d  t h e  

i s s u e  of  m e n t a l  h e a l t h  i n s u r a n c e  c o v e r a g e  I n  a d d i t i o n ,  t h e  b i l l  w o u l d  

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

t o  a n  i n s u r e r  of  p a y i n g  b e n e f i t s  f o r  t h e  r e q u i r e d  t w o  m o n t h s  of 

h o s p i t a l i z a t i o n ,  t h r e e  m o n t h s  of  p a r t i a l  h o s p i t a l i z a t i o n  a n d  t h i r t y  

o u t - p a t i e n t  t r e a t m e n t  v i s i t s  p e r  y e a r  w o u l d  b e  s t a g g e r i n g .  I t  is 

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

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

f e a s i b l e  t o  a n  i n s u r e r .
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T h e  n e t  e f f e c t  of  m a n d a t i n g  t h e  l e v e l  o f  b e n e f i t s  c o v e r a g e  in H o u s e  

B i l l  3 1 3  w o u l d  b e  to  i n c r e a s e  t h e  c o s t  o f  b e n e f i t  c o v e r a g e  to i n s u r e r s  

a n d  t o  d r i v e  u p  t le p r i c e  of  i n s u r a n c e  p r e m i u m s  to t h e  c o n s u m e r .  T h i s  

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

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

e i t h e r  to d i s c o n t i n u e  g r o u p  c o v e r a g e  e n t i r e l y  o r  to  s e l f - i n s u r e .

T h e  i n c r e a s e d  c o s t s  of p r i v a t e  i n s u r a n c e  c a u s e d  b y  m a n d a t e d  b e n e f i t  

l a w s  h a s ,  in fact, c a u s e d  e m p l o y e r s  n a t i o n w i d e  to  d r o p  t h e i r  c o m m e r c i a l  

g r o u p  c o v e r a g e .  O v e r  f o u r  y e a r s ,  1 9 8 0  - 1 9 8 4 ,  t h e  p e r c e n t a g e  o f  A m e r i c a n  

e m p l o y e r s  w h o  s e l f - i n s u r e  j u m p e d  f r o m  1 9 %  t o  57%. S e l f - i n s u r e r s  a r e  n o t  

r e g u l a t e d  b y  s t a t e  i n s u r a n c e  l a w s  a n d  c a n n o t  b e  r e q u i r e d  to o f f e r  

s p e c i f i e d  i n s u r a n c e  b e n e f i t s ,  n o r  c a n  e m p l o y e e s  of s e l f - i n s u r e d s  i n v o k e  

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

c o m m e r c i a l  g r o u p  i n s u r a n c e .  S e l f - f u n d i n g  t h e r e f o r e  h a s  t h e  n e g a t i v e  

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

r e g u l a t i o n  a g a i n s t  s u c h  t h i n g s  as  t h e  p l a n ' s  i n s o l v e n c y .  It a l s o  r e s u l t s  

in a l o s s  of r e v e n u e  to t h e  s t a t e s ,  s i n c e  s e l f - i n s u r e d  p l a n s  a r e  n o t  

s u b j e c t  to p r e m i u m  t a x  l i a b i l i t y .

F o r  a l l  of  t h e  c i t e d  r e a s o n s  t h e  H I A A  o p p o s e s  H o u s e  B i l l  313. If y o u  

h a v e  a n y  q u e s t i o n s  c o n c e r n i n g  o u r  p o s i t i o n ,  o r  if I c a n  b e  of a n y  

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

c o n t a c t  m e  at  t h e  C h i c a g o  L e g a l  O f f i c e  of t h e  A s s o c i a t i o n  ( t e l e p h o n e :  

3 1 2 / 2 9 7 - 1 4 9 0 )  o r  G o r d o n  E v a n s ,  w h o  is o u r  r e g i s t e r e d  l o b b y i s t  in  J u n e a u .

V e r y  j i i ^ c e r e l y ,

A m a n d a  S h e e d y  

A s s i s t a n t  C o u n s

A S / b b
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Alaska jlia ie  ^aegtsdatuxe
Sena te

Committee on jCaSor &  Commerce Pouch v
State Capitol

Official Business Juneau, Alaska 99811

SB 333 Synopsis:

This measure would change the name of the Alaska S'l'.ate Housing 
Authority to the Alaska State Building Authority. This was 
one of the recommendations of the Governor1s Task Force on 
State Office Complex Financing (Oct 1985), as an enhancement 
to the image of ASHA with the national bond rating agencies.

See back up in committee files (page 4, highlighted material) 
for text of this recommendation.
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IN  T H E  S E N A T E  B Y  K E R T T U L A

S E N A T E  B I L L  NO. 333 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  c h a n g i n g  t he n a m e  o f  the A l a s k a  S t a t e  H o u s i n g

A u t h o r i t y . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  1 8 . 5 5 . 0 2 0 ( a )  is a m e n d e d  to read:

(a) T h e r e  is c r e a t e d  in th e  D e p a r t m e n t  of  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t  th e  A l a s k a  S t a t e  B u i l d i n g  [HOUSING] A u t h o r i t y  c o n s i s t i n g  

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

m i s s i o n e r  ' s [HIS] d e s i g n e e  a n d  f o u r  r e s i d e n t s  of  the state.

* Sec. 2. T o  be  c o n s i s t e n t  w i t h  t he c h a n g e  m a d e  b y  sec. 1 o f  t his A ct, 

w h e r e v e r  in the A l a s k a  S t a t u t e s  a n d  in  r e g u l a t i o n s  a d o p t e d  u n d e r  t h o s e  

s t a t u t e s  " A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y "  is used, it s h a l l  b e  r e a d  as 

r e f e r r i n g  to the A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  U n d e r  A S  0 1 . 0 5 . 0 3 1  t he 

r e v i s o r  of  s t a t u t e s  s h a l l  i m p l e m e n t  t h i s  s e c t i o n  in t he s t a t u t e s ,  and, 

u n d e r  A S  4 4 . 6 2 . 1 2 5 ( b ) ( 6 ) ,  the r e g u l a t i o n s  a t t o r n e y  s h a l l  i m p l e m e n t  this 

s e c t i o n  in the a d m i n i s t r a t i v e  r e g u l a t i o n s .

• 1 -



T H I S  M EA SU R E CHANGES T H E  NAME O F  T H E  A L A SK A  S T A T E  

A U T H O R IT Y  TO  TH E  A L A SK A  S T A T E  B U IL D IN G  A U T H O R IT Y . 

WAS A  RECO M M EN D A TIO N  O F T H E  G O V E R N O R 'S  T A S K  F O R C E  

O F F I C E  COM PLEX F IN A N C IN G , TO  EN H A N CE T H E  IM A G E  O F  

W IT H  T H E  N A T IO N A L  BOND R A T IN G  A G E N C IE S .

H O U S IN G  

T H I S  CHANGE 

ON S T A T E  

A . S . H . A .



CHAIRMAN'S INFORMATION: SB 333

1) BILL TITLE: "An act changing t’ name of the Alaska State
Housing Authori t

a) Introduced: By Sen Kerttula

b) Co-sponsors:

2) INTENT: This measure changes the name of the Alaska State
Housing Authority to the Alaska State Building 
Authority. This change was a recommendation of 
the Governor's Task Force on State Office Complex 
Financing, to enhance the image of ASHA with the 
national, bond rating agencies.

FISCAL NOTE: 0

N.B. NO EFFECTIVE DATE CLAUSE

3) ADDITIONAL REFERRALS: Finance, Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?



STATE O FF ICE  COMPLEX FINANCING TASK FORCE

October 29, 1985

The Honorable Bill Sheffield 
Governor 
State of Alaska 
Pouch A
Juneau, AK 99811 

Governor Sheffield:

On June 28, 1985, you appointed the State Office Complex 

Financing Task Force and requested that this Task Force 

"explore the concept of lease-purchasing as a viable means of 

obtaining adequa' and reasonably priced State office 

facilities, and to make recommendations to you and the 

Legislature as to the comprehensive public policy in this area 

that ensures the State's needs are met in the most efficient 

manner possible." More particularly, this assignment related 

to the "financing of large-scale State office complexes." In 

accordance with this charge, the Task Force has conducted a 

series of hearings which have involved evaluations by a large 

number of knowledgeable individuals, including representatives 

from the State government, legal counsel, and advisors and 

underwriters of governmental securities. In additon, a series 

of background documents were prepared to assist the Task Force 

in conducting its evaluation. It should be emphasized that, 

p rsuant to to vour charge, our efforts focused on financing 

options as opposed to many other factors that critically impact

B A C K  U P  I N F O R M A T I O N  ”



the leasing or purchasing of State office buildings. Certain 1<

of these other items will be identified later in this letter. it

ai

This letter of transmittal sets forth in summary form our tt

recommendations for the financing of large-scale State office 

buildings. The material contained in this letter is discussed 

in more detail in the accompanying two documents: "Lease- ac

Revenue Bonds: Preferred Approach for Financing Public

Ownership of State Office Buildings," dated October 11, 1985, ac

and "Review of Alternatives to the State of Alaska for ut

Purchasing or Leasing Office Space," dated September 10, 1985. e'

V I

We would like to emphasize that our recommendations apply ti

to financing office facilities which meet two criteria. First, 

space requirements in a particular location, such as Anchorage, et

Fairbanks, or Juneau, would have to be large; and second, the 

State would have to desire, as a governmental efficiency al

measure, to consolidate its office space and operations. W£

During the course of our examination, we reviewed the primary 9£

and conventional forms of purchasing or leasing office space, 

consisting of: (1) the use of cash, (2) State general 1,1

obligation bonds, (3) the true or operating lease, (4)

certificates of participation, and (5) lease-revenue bonds. fc

be

We have concluded that the best way of financing State 

office complexes that meet the above criteria would be i£



lease-revenue bonds. However, we would like to emphasize that 

it is possible that a future environment would alter this 

approach as the most cost-effective and appropriate form for 

the State to pursue.

The principal reasons for this recommendation are: (1) the

advantages of public ownership, (2) the economics related to 

the program, (3) the credit implications for the State, and (4) 

administrative efficiency. First, State leases of facilities 

under private ownership are generally renegotiated or rebid 

every three to five years. Through public ownership, 

vulnerability to rent increases would be reduced. At the same 

time, recent Federal legislation has reduced the benefits of 

the private ownership option when space is used by tax-exempt 

entities within a single structure. Second, extensive 

financial analysis was performed on the five options identified 

above, and it was concluded that the lowest cost to the State 

would be lease-revenue bonds, unless the State decided to sell 

general obligation bonds with a maturity substantially longer 

than the present maturity structure which corresponds to the 

"Prudhoe Bay curve." Third, while the State could decide to 

alter its maturity structure and sell, general obligation bonds 

for this purpose, we concluded that the use of lease-revenue 

bonds, while a liability of the State's general fund, would be 

less likely to affect the State's credit standing than the 

issuance of general obligation debt for this purpose. Early



on, the Task Force adopted the principle that its 

recommendation should have the least effect on the State's 

general obligation rating. Finally, the State has utilized 

lease-revenue bonds in the past to finance State office 

complexes. Thus, administratively, the use of lease-revenue 

bonds is simple, straight-forward and has an acceptable track 

record, as demonstrated by the previous debt sold by the Alaska 

St.ate Housing Authority.

The major features of our recommendation are as follows. 

First, the State would sell lease-revenue bonds for the 

purposes identified above through an existing State authority. 

Second, the debt sold by the authority to finance the 

obligations would be secured by periodic lease payments made by 

the State to the authority. If the Alaska State Housing 

Authority (ASHA) were selected for the financing of State 

office buildings, we would propose that ASHA be identified as 

the Alaska State Building Authority; the Task Force received 

testimony and concluded that there should be interest rate 

benefits with this slight modification because of the greater 

acceptance in the credit markets of State office building bonds 

than of housing securities. While we at present envision that 

lease-revenue securities would be the most cost-effective form 

of financing of buildings to meet our criteria, we recommend 

that the issuing authority also have the ability to sell 

certificates of participation. Finally, we propose that the



financing structure, individual financings and other debt 

management aspects of the program be subject to approval by the 

State Bond Committee to make sure that efforts are consistent 

with overall State debt management goals and practices.

In referring to ASHA as an appropriate entity through which the

financing would flow, we did not and do not exclude the Alaska 

Industrial Development Authority (AIDA) as a possible financing 

entity. Although it has been primarily a tool to enhance 

private sector investment, AIDA possesses authority to own and 

operate State projects and presently is actively pursuing the 

road and port development for the DeLong Mountains transporta­

tion system which will be owned and operated by the State.

We would like to emphasize that there was a series of 

important areas related to State office building purchasing and 

financing which fell outside the scope of our work. Among the 

issues which we thought we should specifically identify as

being outside the scope of our responsibility were: an

evaluation of the impact of our recommendations on the affected 

local real estate and on the local tax base; the appropriate 

use of small leases or leases for office space that did not fit 

the criteria identified above; the public policy of legislative 

or other authorization of the recommended financing structure; 

various construction aspects, such as "design-build-factors"; 

and the State's specific space requirements on either an



aggregate or a local basis.

Additionally, we did not address the matter of public 

participation in the decision-making process. Obviously, some 

projects, such as office buildings, should be developed in 

cooperation with the planning and zoning commissions of the 

affected municipalities. Other projects may require a wholly 

different method of public participation. It appeared to us 

that the choice as to method of public participation would 

largely be dictated by the type of project and its location.

Finally, the choice between lease-revenue bond financing and 

general obligation bond financing was made because of the 

recognition that some essential State projects, such as roads, 

may require general obligation bond financing. Because State 

office buildings may suitably be financed through lease-revenue 

bonds, we believed that the general obligation debt capacity of 

the State should be reserved for those projects for which 

lease-revenue bond financing would not be suitable.

We appreciate the opportunity to provide this assistance to 

you and the State of Alaska. We are hopeful that our 

recommendations satisfy your requirements at this time, and we 

stand ready to answer any questions and to provide any further 

information that you or other members of your administration



may request.
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BOB NESTEL, P.O, BOX 771753, EAGLE RIVER, 99577, l-IM,

SUBJECT: SB 349, SURPLUS LINES INSURANCE

WHEN COMMITTEE HEARINGS ARE SCHEDULED, PLEASE CALL, NO ZERO 
FISCAL IMPA CT WITH SB 349, IT DOESN'T REDUCE THE BROKERS 
RESPONSIBILITY, JUST REMO VES THE BOND FOR PAYMENT OF CLAIMS,. 
THIS PAYMENT IS THE INSURANCE COMPA NY'S RESPONSIBILITY * THE 
$299,990 BOND IS STILL IN PLACE, AND THE A PER CENT SURPLUS LINES 
TAX IS STILL PAID,.
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SB 340 :  "An Act chang ing the  c o n d i t i o n s  f o r  l i c e n s i n g  s u r p l u s  l i n e s
in su rance  b r o k e r s . "

The depar tment i s  no t  in  f a v o r  o f  t h i s  l e g i s l a t i o n .  Th is  l e g i s l a t i o n  
removes access  by i n su r ed s  t o  the  $ 2 0 0 , 0 0 0  s u r p l u s  l i n e s  b r o k e r ' s  bond.
I t  p r o v id e s  t h a t  t h e  bond w i l l  no l o n g e r  be a v a i l a b l e  t o  gua ran tee  r e t u r n  
premiums o r  payment o f  p r o p e r  l o s s e s .  I t  would respond o n l y  t o  gua ran tee  
ta x e s  and f i n e s  payab le  t o  the  S t a t e .

The s u r p l u s  l i n e s  b r o k e r  i s  th e  l i c e n s e e  who can p l a c e  in su rance  bus iness  
in  markets  t h a t  a re  no t  s u b j e c t  t o  r e g u l a t i o n  under A la ska  in su rance  law ,  
the  nonadmit ted m a rke t .  Th is  b r o k e r  i s  th e  " e x p e r t "  upon whom in su red s  
r e l y  f o r  the  placement o f  t h e i r  in su rance  with r e l i a b l e ,  s o l v e n t  and 
secu re  in su ran ce  companies.  I f  t h e  b r o k e r  f a i l s  in t h i s  r e s p o n s i b i l i t y ,  
t he  in su r ed  has o n l y  t h e  b r o k e r ' s  bond f o r  h i s  p r o t e c t i o n .  The c u r r e n t  
bond was adopted in 1984 t o  p r o v i d e  some p u b l i c  p r o t e c t i o n  f o r  bu s ines s  
p laced  in the  nonadmit ted m a rke t .  P r i o r  t o  t h a t  t ime t h e r e  was no p u b l i c  
p r o t e c t i o n ,  and t h e r e  were i n s t a n c e s  where such was needed , p a r t i c u l a r l y  
w ith a v i a t i o n  and mar ine  c ov e ra g e s .

Th is  l e g i s l a t i o n  does n o t  sugges t  an a l t e r n a t i v e  fo rm o f  p r o t e c t i o n  f o r  
th e  p u b l i c  and would l e a v e  the  c o u r t  as t h e  o n l y  remedy open t o  an 
agg r ie ved  i n s u r e d .  The l e g i s l a t i o n  in which the  bond was adopted a l s o  
i n c luded  p r o v i s i o n s  t h a t  would a l l ow  the  b r o k e r s  t o  e s t a b l i s h  a degree o f  
s e l f - r e g u l a t i o n  as a f u r t h e r  p r o t e c t i o n  f o r  th e  p u b l i c .  To da te  t h e r e  has 
been no e f f o r t  in  t h a t  d i r e c t i o n .  We b e l i e v e  t h a t  remova l o f  t h i s  
p r o t e c t i o n  i s  no t  a c c e o t a b l e  t o  the  p u b l i c .  A c c o rd in g l y ,  we oppose the  
b i l l .

LorVn H. Lounsbufy ,  Commissioner 
Department o f  Commerce & Economic 

Development

DK/cw0232K
22486b
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F e b r u a r y  12, 1 9 3 6

\
Senator John Binkley
Alaska State Legislature CCD . Q 1noc
Pouch V (MS3100) FEB 1 8 1986
Juneau, Jilaska 99811

Dear John:

I would like your assistance on Senate Bill 354, "An Act 
relating to reinstatement of certain nonprofit historical 
aircraft corporations to corporate status; and providing 
for an effective date", I would like you to vote no on this 
bill.

I s you know I have been in the aviation business for the 
past 10 years. I have always been interested in aviation 
history and have tried to work with all of the museums.

Eut th-* above bill deals strictly with a corporation,
(Alaskan Historical Aircraft Society), that has been 
operating illegally for the past 5 years. The State of 
Alaska dissolved it for not filing there annual reports 
for 1979. But they have continued to act as a nonprofit 
museum to the general public. They have sought moneys 
and donations claiming to be a museum; received aircraft 
for the museum to have and preserve, but have turned around 
and sold t$em to people in California; are now trying to 
buy a 1930 vintage aircraft for $150,000. while the owners 
only paid $30,000. for the aircraft. The Internal Revenue 
Service is looking into the Society because of various 
complaints they have received about donations and tax 
write offs.

John, I hope you will help me by voting no on this bill and 
letting others know why. I can't believe that the legislature 
would introduce a bill defending such illegal actions.

Thank you for your time.

Sincerely,

Richard Odgers
Broke 7-ircraft & Salvage
Pouch 720
Kenai, Alaska 99611
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THE ALASKAN HISTORIC-* AIRCRAFT SOCIETY 
Tud M. Spcncrr 
2397 E«sC A7ch Ct.
Anchorage, Alnula 99507

certificate, of invol mtary dissolution

This underscored, as Commissioner of Commerce and Economic 
development of che State of Alaska, and by virtue of the authority 
ested 1n nlm by law, and pursuant to Section 10.20.325, Alaska 
Statutes, of the Alaska Nonprofit Corporation Act, hereby dissolves 
tne Certificate of Incorporation of
• • .i ‘i > • >.y

THE ALASKAN HISTORICAL AIRCRAFT SOCIETY

for the reason that the corporation has failed to file its annual 
reports, pay fees and penalties within the time prescribed, and/or 
failed to maintain a registered agent, as set forth below:

FAILED TO FILE 1979 ANNUAL REPORT ***************«.»*****.*»**

» *

IN TESTIMONY WHEREOF, I have hereunto set my hand 
and affixed my official seal, at Juneau, the Capital 
this 16th day of • November_______, A.D. 19 81

CHARLES R. WEBBER 
COWISSIONER OF COWERCE 
& CCONOHIC DEVELOPMENT



internal Revenue Ser/ice Department of the Treasury

Distrjct 310 K Street, Anchorage, Alaska 99501
Director

( Person to Contact: ,
Olga A. Rhodes

► . . .
Telephone Nurrtber:
261-4396

Refer Reply to:
R M : D

Date:
Paul A. Pox
United States Historical
Aircraft Preservation Museum UQT 2 2  1985
P.O. Box 6813 
Ancho.vage, Alaska 99 502

'Dear Mr. Fox:

T h i s  is in res p o n s e  to your l e t t e r  dated J u l y  18, 1985 
concerning the tax exempt status of the Alaskan Historical 
Aircraft Society,

After extensive search efforts it has been determined that we 
have no record that the organization is a tax exempt organization 
u n d e r  501(a) of the I n t e r n a l  R e v e n u e  Code by virtue of an a p ­
proved application; therefore we no documents responsive to your 
request.

Sincerely,

Disclosure Officer

\
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- AND TO llltUTOAl, AOMINISTÎTORI. AND AtVOMI TO MAVS AND TO MOLDSIMOVJLAKLV THC MIP A IRC HAFT FDRIVIR, AND WARRANT! INI Tint tMIMOF. ' .
. mTUTmOMVRHllllOR HAVI ttT NANOANOSCALTM1S OAVOF it

NAME (4) OS 4AlaSM1 (tths m ms■t— |* i
- •• , . 1 '

IllNAtURI d) |m«m| (MRsMym TTTL* 
|m « »  mm » w w > )

;v-:v1/»ai |a /iyi yIr
1C I i . . *  i/TiiUlJr' Llt/t /vTTC|    ~
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F e b r u a r y  1 2 ,  1 9 3 6

Senator Jan Faiks 
Alaska State Legislature
P6uch V(MS3100) m
Juneau, Alaska 99311 - llm

Dear Senator Faiks:

I am v;riting to you in regards to Senate Bill 354. I 
understand this bill is to reinstated Ted Spencers Alaskan 
Historical Aircraft Society. I am asking you to vote “no".

Ms a small business person I have certain responsibilities 
to my clients and the general public. I am governed by 
many different agencies, federal, state and city, ill of 
them require me to file annual reports and paperwork, and 
I know as a business I must file these to operate legally.

The Alaskan Historical Aircraft Society was dissolved by the 
State of Alaska in 1931 because they did not file there 
annual reports in 1979. The State waited 2 years before 
dissolving them. It now has been 6 years since those 
reports were to have been filed. I don't believe this cann 
be called an oversight on the part of the Alaskan Historical 
Aircraft Society.

Throughout these last 5 years they have been claiming to be 
a nonprofit museum, accepting and soliciting donations of 
money, aircraft and memorabilia, deceiving the public.

Two of these aircraft donated by Cal C. Aviation Inc. of 
Fairbanks (under the assumption the aircraft would be pre­
served as part of our heritage) have been sold to private 
individuals, one went to California and one to one of the 
Board of Directors.

IRS is presently investigating Ted Spencer and the Alaskan 
Historical Aircraft Society, because of the many complaints 
they have received from those who have donated to them and
have found out they could not use there tax write offs they
received from the Alaskan Historical Aircraft Society.

With this bill and especially lines 25 through 23 you would
reinstate and grant a pardon for there fraudulent behavior.
I hope you will receonsider and vote no on this bill, as I 
can not understand how the legislature could approve.

Si ncerely,
J/b̂v------

Janie Munson
Grizzly Aircraft Services 
330 Main Street Loop 
Kenai, Ak. 99611
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THE ALASKAN HISTORIC-' AIRCRAFT SOCIETY 
Ted H. Sponcrr 
2397 E«at A7ch Cc.
A n c h o r a g e ,  A l f l b ’r a  9 9 5 0 7

CERTIFICATt OF INVOVJnlARY DISSOLUTION

The undersiancd, as Commissioner of Commerce ana Economic 
Development of che State of Alaska, and by virtue of the authority 
.vested 1r. nlm by law, and pursuant to Section 10.20.325, Alaska 
Statutes, of the Alaska Nonprofit Corporation Act, hereby dissolves 
cne Certificate Of Incorporation of

; h x * *„!•' • •

• THE AUSKAN HISTORICAL AIRCRAFT SOCIETY

for the reason that the corpo-ation has failed to file its annual 
repo-ts. pay fees and penalties within the time prescribed, and/or 
failed to maintain a registered agent, as set forth below:

FAILED TO FILE 1979 ANNUAL REPORT

IN TESTIMONY WHEREOF, I have hereunto set my hand 
and affixed my official seal, at Juneau, the Capital, 
this 16th day of November_______, A.O. 19 81

CHARLES R. WEBBER 
COMMISSIONER OF COWERCE 
& ECONOMIC DEVELOPMENT

08-151, Rev. 11/81



Internal Revenue Service Department of the Treasury

District
Director

310 K Street, Anchorage, Alaska 99501

Paul A. Fox
United States Historical 
Aircraft Preservation Museum 
P.O. Box 6813 
Anchorage, Alaska 99502

Person to Contact: , 
Olga A. Rhodes

Telephone Number: 
261-4396

Refer Reply to:
R M : D

Date:

OCT 221985

‘Dear Mr. Fox:

T h i s  is in r e s p o n s e  to yo u r  let t e r  dated J u l y  18, 1985 
concerning the tax exempt status of the Alaskan Historical 
Aircraft Society.

After extensive search efforts it has been determined that we 
have no record that the organization is a tax exempt organization 
u n d e r  501(a) of the I n t e r n a l  R e v e n u e  Code by virtue of an a p ­
proved application; therefore we no documents responsive to your 
reque s t .

Sincerely,

Disclosure Officer

t



\
iI

I, the undersigned, an employee o f the State o f Alaska, do hereby certify

that the microfilm images on this m icroform are accurate reproductions

o f  the original records o f the State o f Alaska as accumulated during the 
*

regular course o f business, and that it is the established policy and practice 

o f this State to microfilm its records and to dispose o f the original records 

after microfilm reproductions have been made.

)/A SyA  Q & - Q
Signature o f Camera Operator Date
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AS36.10.005 DOCUMENT 
CHAPTER = 36.10 
SECTION = 36.10.005 
TITLE = 36 
HEADINGS TITLE 36.

P u b lic C on tra c ts .
CHAPTER 10.
Employment P re fe rence .

CITATION Sec. 36.10 .005 .
CATCH LINE

LEGISLATIVE FINDINGS.
TEXT (a) The le g is la tu re  fin d s th a t

(1) because o f i t s  un ique c lim a te and i t s  d is ta n ce 
from the con tiguous s ta te s , the s ta te  has h is t o r i c a l l y  
su ffe re d from unique s o c ia l , seasona l, geog raph ic , and 
economic co n d it io n s th a t r e s u l t in  an uns ta b le economy;

(2) the uns tab le economy is  a ha rdsh ip on the 
re s id e n ts o f the s ta te  and is  aggrava ted by the la rg e numbers 
o f seasonal and tra n s ie n t non re s id en t w o rke rs ;

(3) the ra te  o f unemployment among re s id e n ts o f the 
s ta te  is  one o f the h ig h e s t in  the n a tio n ;

(4) the s ta te  has one o f the h ig h e s t ra t io s  o f
non res iden t to re s id e n t workers in  the n a t io n ;

(5) the s ta te  has a com pe llin g in te r e s t in  reduc ing
the le v e l o f unemployment among i t s  re s id e n ts ;

(6) the co n s tru c t io n  in d u s t ry  in  the s ta te  accounts
f o r a s u b s ta n t ia l percentage o f the a v a ila b le  employment;

(7 ) co n s tru c t io n  workers re c e iv e a g re a te r percentage 
o f a l l  unemployment b e n e f its  pa id by the s ta te  than is  
ty p ic a l o f o th e r s ta te s ;

(8) h is t o r i c a l l y ,  the ra te  o f unemployment in  the 
co n s tru c t io n  in d u s try  in  the s ta te  is  h ig h e r than the ra te  o f 
unemployment in  o th e r in d u s t r ie s  in  the s ta te ;

(9) i t  is  a p p ro p ria te f o r  the s ta te  to  con s ide r the 
w e lfa re  o f i t s  re s id e n ts when i t  funds c o n s tru c t io n  a c t i v i t y ;

(10) i t  is  in  the p u b lic  in te r e s t fo r  the s ta te  to 
a llo c a te  p u b lic  funds fo r c a p i ta l p ro je c ts  in  o rd e r to reduce 
unemployment among i t s  re s id e n t c o n s tru c t io n  w o rke rs ;

(11) the in f lu x  o f non re s id en t c o n s tru c t io n  workers 
c o n tr ib u te s to o r causes the h ig h unemployment ra te  among 
re s id e n t co n s tru c t io n  workers because non re s id en t workers 
compete w ith  re s id e n ts fo r the l im i te d  number o f a v a ila b le  
co n s tru c t io n  jo b s ;

(12) non res iden t workers d is p la ce a s u b s ta n t ia l number

STATUTES



o f q u a l i f ie d , a v a ila b le , and unemployed A laska workers on 
job s on s ta te  funded p u b lic  works p ro je c ts ;

(13) the s ta te  has a sp e c ia l in te r e s t in  seeing that^ 
the b e n e f i ts  o f s ta te  c o n s tru c t io n  spending accrue to i t s  
re s id e n ts ;

(14) the n a tu ra l resources o f land owned by the s ta te  
belong to the c it iz e n s  o f the s ta te ;

(15) A laskans have chosen to use the m a jo r i ty  o f the 
ro y a l t ie s  de rived from the s ta te 's  n a tu ra l resources to fund 
s ta te  government;

(16) the va s t m a jo r i ty  o f the s ta te 's  revenue is  
de rived from n a tu ra l resou rce income ra th e r than from o th e r 
forms o f ta x a t io n ;

(17) because the s ta te  has no pe rsona l income ta x or 
sa les ta x , non re s id en t workers use se rv ice s p rov ided by the 
s ta te  bu t do no t c o n tr ib u te  f a i r l y  to the cos ts o f those 
se rv ic e s ; and

(18) A laskans, more than the re s id e n ts o f o th e r 
s ta te s , s u f fe r econom ica lly when non res iden ts d isp la ce 
q u a l i f ie d  re s id e n ts s in ce re s id e n t workers c o n tr ib u te  lo c a l 
taxes as w e ll as th e i r  share o f the ro y a l t ie s  from n a tu ra l 
resou rces .
(b) The le g is la tu r e  fu r th e r f in d s th a t

(1) the s ta te  and i t s  p o l i t i c a l s u b d iv is io n s , when 
a c tin g  as a market p a r t ic ip a n t in  fund ing p u b lic  works 
p ro je c ts , should g iv e A laska re s id e n ts an employment 
p re fe ren ce to  promote a more s ta b le  economy;

(2) the s ta te  and i t s  p o l i t i c a l su b d iv is io n s have a 
du ty o f lo y a l t y  to  th e i r  c i t iz e n s  and -\o u ld f u l f i l l  th is  
du ty by g iv in g  re s id e n ts p re fe rence f r  employment on p u b lic  
works p ro je c ts  they fund ;

(3) the re is  a le g it im a te  and com pe lling governmental 
in te re s t and th a t the p u b lic  h e a lth  and w e lfa re  w i l l  s u f fe r 
i f  s ta te  re s id e n ts are no t a ffo rd e d employment pre fe rence in  
s ta te - fu n d ed c o n s tru c t io n - re la te d  work.

HISTORY (Sec. I ch 69 SLA 1985)
R0601 * END OF DOCUMENTS IN LIST -  ENTER RETURN OR ANOTHER COMMAND.



AS43.20.036 DOCUMENT 
CHAPTER = 43.20 
SECTION = 43.20.036 
TITLE = 43 
HEADINGS TITLE 43.

Revenue and Ta xa tio n . 
CHAPTER 20.
A laska Net Income Tax Ac t. 
ARTICLE 1.
Persons Sub jec t to  Tax. 
Sec. 43 .20 .036 .CITATION 

CATCH LINE

TEXT

HISTORY

FEDERAL TAX DEDUCTIONS AND CREDITS.
(a) For purposes o f c a lc u la t in g  the income ta x payab le under 

th is  chap te r, the taxpayer may no t app ly as a c re d it a g a in s t h is  
tax l i a b i l i t y  the fo re ig n  ta x c r e d i t a llowed as to fe d e ra l taxes 
under 26 U.S.C . 33 ( In te r n a l Revenue Code).

(b ) For purposes o f c a lc u la t in g  the income ta x payab le 
under th is  ch ap te r, the taxpaye r may app ly as a c r e d i t a ga in s t 
tax l i a b i l i t y  the investm ent c re d i t a llowed as to fe d e ra l taxes 
under 26 U.S.C . 38 ( In te r n a l Revenue Code) upon on ly the f i r s t  
$20,000,000 o f q u a l i f ie d  in ves tm en t, o th e r than q u a l i f ie d  
investm ent fo r a sp e c ia l in d u s t r ia l in c e n t iv e  inves tm en t ta x 
c re d i t under AS 43 .20 .042 , pu t in to  use in  the s ta te  f o r  each 
ta xab le yea r. Th is l im i t a t io n  does no t app ly to the amounts 
in ves ted in  equipment th a t meets the d e f in i t io n  o f a c e r t i f i e d  
p o l lu t io n  c o n tro l f a c i l i t y  as de fin e d in  26 U.S.C. 169 ( In te r n a l 
Revenue Code) as in  e f fe c t on June 19, 1975, except th a t the date 
s p e c if ie d  in  26 U.S.C . 169(d) ( In te r n a l Revenue Code) as a 
co n d it io n  o f q u a l i f y in g  a c e r t i f i e d  p o l lu t io n  c o n tro l f a c i l i t y  
fo r a deduc tion does no t app ly .

(c ) For purposes o f c a lc u la t in g  the income ta x payab le 
under th is  ch a p te r , the taxpaye r may app ly as an exemption from 
h is  ta x l i a b i l i t y  the ta x exemption fo r  domestic in te r n a t io n a l 
sa les co rp o ra tio n s under 26 U.S.C . 991 ( In te r n a l Revenue Code), 
except those taxpaye rs who are engaged in  the e x p o r ta t io n  o f 
nonrenewable resou rces .

(d) Repealed, sec. 10 ch 1 SSSLA 1980.
(e) Repealed, sec. 10 ch 1 SSSLA 1980.
( f ) Repealed, sec. 10 ch 1 SSSLA 1980.
(g) Repealed, sec. 10 ch 1 SSSLA 1980.
(h) Repealed, sec. 10 ch 1 SSSLA 1980.
( i ) Repealed, sec. 10 ch 1 SSSLA 1980.”

(Sec. 1 ch 153 SLA 1975; sec. 1 ch 171 SLA 1975; am sec. 3 ch 22
SLA 1980; am sec. 10 ch 1 SSSLA 1980; am sec. 9 ch 2 SSSLA 1980; 
am sec. 1 ch 117 SLA 1981; am sec. 3 ch 60 SLA 1984)

R0601 END OF DOCUMENTS IN LIST -  ENTER RETURN OR ANOTHER COMMAND.



AS43.23.005 DOCUMENT 
CHAPTER = 4 3 .2 3  
SECTION = 43.23.005 
TITLE = 43 
HEADINGS TITLE 43.

Revenue and T a xa tio n .
CHAPTER 23.
Permanent Fund D iv id ends .

CITATION Sec. 43.23 .005 .
CATCH LINE

E L IG IB IL IT Y .
TEXT (a) An in d iv id u a l is  e l ig ib le  to re ce iv e one permanent fund

d iv idend each yea r in  an amount to be determ ined under AS 
43.23.025 i f  th e in d iv id u a l a p p lie s to the departm ent, and i f  on 
the date o f a p p l ic a t io n  the in d iv id u a l

(1) i s  a s ta te  re s id e n t ; and
(2) has been a s ta te  re s id e n t fo r a pe rio d o f a t le a s t

s ix  consecu tive months imm ed ia te ly preced ing the date o f 
a p p lic a t io n .
(b) In de te rm in in g the minimum pe rio d o f an in d iv id u a l 's  

res idency re q u ire d under (a ) (2 ) o f th is  s e c tio n , the department
may in c lu d e months o f res id ency bo th in  the cu rre n t yea r and in
the immed ia te ly preced ing yea r.

(c ) A p a re n t, gua rd ian , o r o th e r au tho rized re p re s e n ta tiv e  
may c la im  a permanent fund d iv id e n d on b e h a lf o f an unemancipated 
m inor o r on b e h a lf o f an incom petent in d iv id u a l who is  e l ig ib le  
to rece ive a payment under th is  s e c t io n .

HISTORY (Sec. 1 ch 102 SLA 1982)

R0601 * END OF DOCUMENTS IN LIST -  ENTER RETURN OR ANOTHER COMMAND.



REQUEST

STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: 3
FISCAL DETAIL

Bill/Resolution No:5SSB_360 

Title: Local Hire Tax Credit
Agency Affected:Revenue 
BRU:

Sponsor: Faiks, Bennett, et. al.
Requestor: Labor and Commerce
Date of Request: March 14, 1986

EXPENDITURES/REVENUES: (Thousands of Dollars)

Components:

1
I OPERATING

1 FY 8b | FY 87 " I FY 88 1 FY 85 1 FY SO 1 FY 51
1 1 1 1

| PERSONAL SERVICES 1 | - j 1 1 I
I TRAVEL 1 | - | 1 1 1
I CONTRACTUAL 1 i - | - 1 - 1 1
1 SUPPLIES 1 j - j 1 I 1
I EQUIPMENT 1 - - I 1 1 1
I LANDS & STRUCTURES 1 ! - | 1 1 1
I GRANTS, CLAIMS I | - ] - 1 - 1 1
I MISCELLANEOUS 1 j - 1 1 1
| TOTAL OPERATING i “ | 1 - 1 1

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

- 3 4 . 2 I - 3 5 . 4 | - 3 6 . 4 | -38.1

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:

T  FULL-TIME 

I PART-TIME 
I TEMPORARY

ANALYSIS: Attach a separate page if necessary (Revenue impacts are on a calendar year 

basis)

*Non-Petroleum Income Tax 0 -23,700
Petroleum Income Tax 0 - S,50G

See attached for narrative

J / f / ''
Prepared By: Al Zangri (U Z /f 
Division: Research Secti'on /

Approved by Commissioner:

Agency: Department of Rqyeliu

Distribution (by Agency preparin: 
Legislative Finance 
Legislative Sponsor
RpflliPCtnî

-24,700 

- 5,500

-25,500 

- 5,500
-27,300 
- 5,500

-28,600 
- 5,500

Phone: 465-^17^ 

Date: Q / / & /

Date: b

rscal note):

— FISC A L NOTE page 1 of 10/25/85



SB 360 - Fiscal Note Analysis

It 1s assumed that conditions are such that the bill will have Its 
Intended effect on employers. Specifically this Implies the following 
assumptions. (1) Corporations that hire non-residents have enough tax 
liability to take advantage of at least some of the available credit.
(2) Every employer takes full advantage of the available tax credit when 
making hiring decisions. (3) Projected non-petroleum corporate Income 
taxes Increase at the rate of Inflation (I.e. constant real non-petroleum 
corporate Income tax). (4) The distribution of projected corporate 
Income taxes among Industries remains constant. (5) The distribution of 
jobs between residents and non-residents for calendar year 1986 1s the 
same as that shown for 1984 1n the Department of Labor study of January 

17, 19861 (6) Non-resident wages have grown at a rate equal to the
Inflation rate since 1984. (7) That the historic relationship between
the unemployment rate 1n Alaska and the national unemployment rate 

continues.2 It 1s also assumed that sufficient data 1s obtainable to 
establish causality between unemployment and significant social 111s and 
between non-resident employment and resident unemployment.

The Department of Labor study shows a state-wide total of 63,280 jobs 
held by non-residents. Using the assumptions above to. project taxes and 

non-resident wages by Industry shows that 1f 14% of the positions held by 
non-residents are filled by State residents the non-petroleum corporate 
Income tax will be reduced to zero. Additionally, 1f the oil and gas and 
mining Industry fills all 3,156 of the non-resident jobs with State 

residents corporate petroleum Income taxes will be reduced by $9.5 
million. While the potential Impact 1s to eliminate the corporate Income 
tax the actual Impact may differ depending upon: (1) how the Department
of Labor determines unemployment areas, the cause of unemployment 1n 

underemployment areas and the existence of social 111s 1n underemployment 
areas; (2) whether the Increase in employed residents 1s enough to lower 
the unemployment rates 1n underemployment areas below the national 

average. The accompanying table shows the number and percentage of jobs 

now filled by non-residents that would need to be filled by residents in 
order to eliminate the corporate non petroleum Income tax. The chart 
also shows the number of unemployment claims for each Industry group and 

shows the number of those claims that come from residents 1f all 
Industries employ the average percentage of non-resident workers.

1 Non-residents Working in Alaska. A Special Study to Measure the 
Economic Impact of Non-Residents on Alaska's Economy During 

Calendar Year 1984. Alaska Department of Labor, January 1986.

2 Since 1969 the only years that the Alaska, unemployment rate has
been less than or equal to the national rate were 1975, 1976 and 
1982. See Alaska's Economy Since Statehood: The ISER Map
Economic Data Base. University of Alaska ISER February 1984.
See also Annual Planning Information, Alaska Department: of 
Labor, 1985.

2 6f 4



Economic Impact

1. Increase in jobs available to Alaskans.
2. A drop 1n the instate unemployment rate due to drop in migration.
3. The tax credit may tend to Increase job turnover as employers attempt 

to stay eligible for the credit.

4. Could tend to lower wages as employers require pay cuts to avoid 
layoffs.

5. Could provide a subsidy to union busting employers as the State picks 
up half of the first $6,000 1n wages paid to new employees.

6. Incentives for fraudulent PFD claims may be greatly Increased as
employers may require proof of eligibility prior to hiring.

7. Could put pressure on the PFD program to certify eligibility more
quickly and more often.

3 of 4
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P R O J E C T E Dt 
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AVERAGE  
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TOTAL*
N O N R E SI DE NT

JOSS

J O BS  TO 
E L I M I N A T E  

TAX

X C F  
J C E 3  TO 

E L I M I N A T E  
7.4;

TOTAL****
UNEMPLOY­

MENT
C L A P S

19=4

A :  : L I“ E I  * * * 
»»

C L A I M :
1954
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R E T A I L  TRADE 6 3 3 6 0 E 0 4450 14093 2548 20.212 9245 6934
F I N A N C E ,  1 N S U S  V RE AL  E E T 3 0 1 1 5 6 6 6991 2 0 17 1004 4 5 . ’ 7 ; 2076 1 5 5 7
S E R V I C E S

r iM3m
 

1 u 
C«4 3307 1 : 9 9 6 9 : 1 6.S77. 1 1 9 0 1 8926

N D l i - R E T R D L E L ' l  CORF TAX 23737697 63280 S65?

* Source ; Dept o f  Lasar s t c i y  January 1 95 :

**  Source ; Dept ot Revenue ca le r .pe r year c r c j e c u o n - c o e s  
not in c lu de  any c o l l e c t i o n s  -re*, p ' i o r  y ea rs .

t** This i s  the o n ly  s e c to r  t h e :  cou ld t a l l y  u t i l i z e  the 
>3000 c r e d i t  without c o o o ie t e lv  e l i e - n a t s n :  i t ' s  in cose  
tax l i a b i l i t y .  There e re  3 l 5 t  r .en res ieen t  j : h s  shown in  
the Dept ot Labor study

» * f  Source : "Unespioyaer.t Insu rance A c tu a r i a l  Study And 
F in an c ia l  Handbook*. A laska Dept o f  L abo r ,  Decesfcer 1935

* * * * *  The Dept o f  Labor January s tudy sr.ows th a t  *he s t a t e  
ave rage ; 25% non res iden t u n e s : ! oyee.i t c l a i t . s .  This 
coI ubr shows the d is t r ib u t io n -  c? r e s ic e r . t  unesp ioy rsn t  
c l a k s  i t  each indus t ry  hae the ea ie  25X average.

4 O f  4



STATU OK ALASKA 1986 LEGISLATIVE SESSION
E1SCAL NOTE

REQUEST
Bill/Resolution No: Sponsor Sub. SB 360 
Title: An Act relating to tax credits 
for local hire and an effective date. 
Sponsor: Eaiks, Bennett. Zharoff. Rodey
De Vries and P. Fischer________________

Uate of Request: March 11, 1986________

EXPENDITURES/REVENUES: (Thousands of Dollars)1 1 FY 86 1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91
1 OPERATING i J _ 1 1 J _ 1
| 100 PERSONAL SERVICES j -0- | -0- | -0- | -0- | -0- | -0-
| 200 TRAVEL -0- | -0- | -0- | -0- | -0- | -0-
| 300 CONTRACTUAL | -0- | 2.0 | -0- | -0- | -0- | -0-
j 400 SUPPLIES | -0- | -0- | -0- | -0- | -0- | -0-
| 500 EQUIPMENT | -0- | -0- | -0- | -0- | -0- | -0-
j 600 LANDS & STRUCTURES | -0- | -0- ! -o- | -0- | -0- | -0-
| 700 GRANTS, CLAIMS -0- | -0- | -0- | -0- | -0- | -0-
1 800 MISCELLANEOUS ! -0- | -0- | -0- | -0- | -0- | -0-
1 TOTAL OPERATING 1 -0- ] 2.0 | -0- | -0- | -0- | -0-
1 CAPITAL | -0- | -0- | -0- | -0- | -0- | -0-
1 REVENUE | 

FUNDING: (Thousands of Dollars)

-0- | -0- | -0- | -0- | -0-
i

| -0-
| GENERAL FUND | -0- | -2.0 | -0- | -0- | -0- | -0-
| FEDERAL FUNDS i -0- | -0- | -0- | -0- | -0- | -0-
| OTHER 1 -0- | -0- ! -o- | -0- | -0- | -0-
1 TOTAL | -0- | -2.0 -0- | -0- | -0- | -0-
POSITIONS:
I FULL-TIME ! -0- | -0- | -0- | -0- | -0- | -0-
| PART-TIME < -0- | -0- | -0- | -0- | -0- | -0-
1 TEMPORARY | -0- | -0- | -0- | -0- | -0- | -0-

Phone: 465-2320 
Date: March 11, 1986

Date:

ANALYSIS: Please see attached.

Prepared By: Steven E. Kett 
Division: Audit Division

Approved by Commissioner:
Agency: Revenue

Distribution (by Agency preparirfe^fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Rt vision Date 3/11/86_____

FISCAL DETAIL
Agency Affected: Department of Revenue 
BRU: Audit ____ _

Components:
Audit Division
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Sponsor Substitute SB 360 
Fiscal Mote 
Page 2 of 2
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STATE OF ALASKA 1985 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: —

R F O U F . S T
t  Im - ^ 4  •  «*

BilL'R .colution N o . : SS SB 360
Title: "An Act reTaTThg to' tax credits 
f o r  emp loy ing a n d " t r a i n i n g  r e s i d e n t s . . 

Sponsor: F a i k s ,  e t . ~ a 1 .
Requestor :Ub.0X. a.Dd_C.QJTimerc 
Date of Request: 3/7/86_________

FI S C A L  DI-TAIL 

Agency Affected: — LdilOIl
3 R U : A d m in i s t r a t i v e  S e r v i c e s

Components : Sp e c i a l  S e r v i c e s

E X P E N D I T U R E S / R E V E N U E S  : (Thousands of Dollars)

CAPITAL

OPERATING FY S6 FY 87 FY £3 FY 89 FY 90 FY 91

PERSONAL SERVICES 
TRAVEL
CONTRACTUAL ,
SUPPLIES
EQUIPMENT
LAND S: STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

76.5 76.5 76.5 76.5 76.5

■'0' ' 0 ' 0 f r ~
. 55.0 48.4 1 50.3 52.3 54.4

1.5 1.6 1.7 1.8 1.9

3.2 0 0 0 0

T O T A L  OPERATING I 0 136.2 126.5 128.5 130.6 132.8

R E V E N U E

F U N D I N G  : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
CTi£ER 
TOTAL

136.2 126.5 128.5 130.6 132.8

0 13b. 2 126.5 128.5 130 .6 132.3

P O SI TI ON S :

FULL-TIME 2 2 1 2 2 1 2
PART-TIME i 1 1
TEMPORARY i 1 1

A N A L Y S I S  : Attach a separate page if necessary

Prepared by: Judy

\ C ^ X
• Judv KniaVt L O

Division: Administrative Services Division

/»t>
Approved by Commissioner: dim Rob i son__________
Agency: Labor___________________________________
Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-2725 
Date: 3/12/86 •

page of

Date: 3/12/86

10/25/35



C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill,'Resolution No. SSSB 360 ____

This legislation requires an annual report that designates areas as 
underemployment areas. The determination in Sec. 43.20.041 (c) (2) that 
"nonresident employment is a significant contributing cause of the high 
resident unemployment" will require this department to collect extensive 
occupational information by resident status. We would need two addi­
tional staff persons, a Labor Economist II and a Statistical Clerk, to 
complete the required report. Costs associated with these positions are 
shown on the attached - Request for New Position forms. In addition to 
the position costs we would require $35,000 for data processing op­
erations, $10,000 for data processing applications, and $6,050 a year 
for equipment lease and maintenance. $8,500 of the data processing
applications expense would be a one-time item, while the rest of the 
costs would be ongoing. The following assumptions were made in prepar­
ing the fiscal note:
1. An annual report designating underemployment areas would be com­

pleted by January 31 each year beginning in 1987.

2. ' On-going collection of occupational titles would be required from
employers, and extensive computer matching would be necessary to 
determine residency status.

3. Beginning in 1988 occupational displacement information would be 
highlignted requiring continuation of both the existing occupation­
al information budget levels, and the additional information on the 
occupational titles. •

4. The collection of occupational titles from firms will be phased in 
over a three year period. Industries identified as having the 
highest dollar payments to nonresidents in 1984 would be targeted 
first:

First Year - construction, oil and gas mining, and food processing;

Second Year - all first year industries plus business services, 
local government, miscellaneous services, eating and drinking 
places, air transportation, and state jovernment; and

Third Year - all industries.

5. "Economic region" will be defined as the six economic regions for 
which economic data is published by the Alaska Department of Labor.

6. Costs to determine that "resident unemployment has caused signifi­
cant social ills" for each of the economic regions annually has not 
been included at this time. A thorough analysis of the available 
social data which can be released from other departments will 
require additional time. Case data would be required on all social 
problems in the state.



C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill/Resolution N o. SSSB 360

The costs to accomplish this section will greatly exceed all of our 
other costs associated with this bill.

7. The Department of Revenue will be responsible for all enforcement 
actions and the collection of all wage and job training .costs.

8. The list of approved training cost will be the same as that used 
for JTPA, and there will be coordination between employers and the 
Service Delivery Areas of JTPA to determine approved training 
programs.

9. Work would begin on the report on July 1, 1986.

10. Annual inflation of 4% on non-personal services items.

3



Position Title Labor Economist II
Time Status

PFT
Stall Muulhs

12
RP Number

For D&M Use Only
Key Number

'!'• ■’!! dI 1*\pi*n<li(urc r Amount
1 2 3

Salirv 33,660... ;XvttXvax*axva.XvX\vX\
Hcnclils 10,779
Premium Pay
Oilier

AA znq1 til:il Personal Scrviros
Travel 0
Contractual 2,000
CommoJilics 500
hi|Ui|)iiicnl 1,600
Other

Total Cost 46,539

’’cceipl CtuJe Fundinj* Source
Federal Receipts IO(P
O. V. Match tom
General Funds 100-1 48,539

l-A Receipts 1005
i'iupturn Receipts 1028
CIP Receipts 1061
Other

No. of Positions
u“sr.fflu

Location
Juneau

Flection District "Ug.>

2,

3.

Justification

This position will have primary responsibility 
for the analysis of data and preparation of the 
annual resident hire report. Specifically the' 
duties would include:
1. Coordinate the collection and monitor the 

validity of relevant resident hire related 
statistics from other agencies including 
the Department of Revenue and the Division 
of Labor Standards arid Safety.
Coordinate the updating and crossmatching 
of resident hire related data files on the 
mainframe computer with the analyst 
programmer.
Analyze microcomputer resident hire data
bases to generate resident hire related 
tables and reports. The reports will 
include data relating to occupational
displacement of nonresidents by economic 
region and other related economic
statistics associated with issue of
resident hire.
Supervise the Statistical Clerk that will 
prepare the basic resident hire data tables 
for the report.
Prepare the annual resident hire report. 

Contractual services costs include phone, 
training, printing, and other miscellaneous 
items. The equipment expense for a desk, chair, 

*fetc. would be a one time item.'

4.

5.

Request For 
New Position

Agency

BKU

Labor

Administrative Services

Component — Spec i a 1 Serv i£os_
Pape 1 of 2
Revised Date

FY 8 7



Position Title
Statistical Clerk

No. of Positions Rangg/̂lcp
“"“•gW

llisfipul

1 ime Status
PFT

Stull Muulhs
12

RR Number Locution
Juneau •

Flection District :;.Ug.x::

Type of Expenditure
1

llcnr fils
Premium I’uy
Oilier

’I'ol:il IVrsonnl Services

23,580
8,458

Travel
Contractual
Commodities
Ui) u i pineal
Other

Total Cost  V1 I'.-

Receipt Code Fundim* Source
Irilrral Reecipls HHP
Ci. R Mulch .1.001.
( ienc ra l Funds 1004
l-A Receipts 1005
I'ropram Receipts |()2K
Cl I* Receipts 1061
Oilier

Fur 13&M Use Only
Key Number _

Amount

32,038
0

2,000
1,000
1,600

36,638

36,638

Jusliliculion
This position will support the labor economist 
in preparing an annual report on the effect of 
nonresident employment on Alaskans., Secondarily, 
this position would assist on the quality 
control of occupational titles which would be 
submitted by employers each quarter. Specif­
ically the duties would be:

1. Update tables of economic information 
by resident status.

2. Load information into spreadsheets to 
show occupational displacement of 
residents by nonresidents.

3. Assist in the quality control of the 
occupational displacement of residents 
by nonresident workers.

The other position will work on the quality 
control of occupational titles which would be 
submitted by employers each quarter. Specif­
ically the duties would be:

1. Review detailed edit listings.
2. Update edit data files.
3. Call employers for clarification when 

necessary.
4. Correct occupational titles.
5. Prepare computer summaries of results. 

Contractual costs for this position includes 
phone, training, printing, etc. Equipment 
expense for desk, chair, cabinets, etc. would be 
a one time item.

Request Fur 
New Position

Agency
1JKU

Component

Labor

Admini s trativc Scrviccs
Special Services

\l|»C
Revised Dale

FY 87



SPONSOR SUBSTI'

For an

BE IT

Introduced!/ 3/6/86 
Referred: Labor and/Commerce.

and Finance

FAIKS, BENNETT, ZHARPFF, 
DEVRIES, RODEY AND P.FISCHERSENATE

"ENATE PILL NO. 360 

STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL

Act entitled: "An Act relating to tax credits for employing and

effective
J l '* ' .0 ,

date."

training residents,; and providing

4 V [  p *
ENACTED BY THE LEGISLATURE OF THE STATE OF

2 4

* Section 1. PURPOSE. The legislature recognizes that the state has a

11 significant unemployment problem. This Act is intended to better fulfill

12 the state's duty of loyalty to its citizens, reduce unemployment among

13 residents of the state, remedy social harms resulting from chronic unem-

14 ployment, and encourage the training of state residents so that they are

better qualified to compete for job opportunities.

* Sec. 2. LEGISLATIVE FINDINGS. The legislature finds:

(1) the findings made in AS 36.10.005 continue to accurately

tcribe the social, economic, arid employment situation in the state;

(2) nonresident workers displace a substantial number of qual- ’

ified, available, and unemployed residents, and the displacement is a

substantial contributing cause of the high rate of unemployment among state 

residents;

(3) high and persistent unemployment breeds severe social prob­

lems including alcoholism and domestic violence;

(4) the findings of the Department of Labor of the State of 

in its report entitled "Nonresidents Working in Alaska; A Special

to Measure the Economic Impact of Nonresidents on Alaska's Economy 

ring Calendar Year 1984" support the need for a resident hiring prefer-

7 .  J e £ -ence;

SSSB 360



I . 4

1 (5) private sector investment in job training and vocational

2 education programs will help qualify unemployed Alaskans for higher-skilled

3 job opportunities.

4 * Sec. 3. AS 43.20.036 is amended by adding a new subsection to read:

5 (j) For purposes of calculating the income tax payable under

6 this chapter, the taxpayer may apply as a credit against tax liability

7 an Alaska hire credit under AS 43.20.041, for employment of state

8 residents who satisfy the eligibility requirements, equal to th^ • sum

9 of

10 (1) 50 percent of the qualified first-year wages, as de­

ll fined in 26 U.S.C. 51(b)(2), to a maximum credit of $3,000 for each

12 eligible employee, paid or incurred by the employer during the taxable

13 year;

14 (2) 25 percent of the qualified second-year wages, as

15 defined in 26 U.S.C. 51(b)(3), to a maximum credit of $3,000 for each

16 eligible employee, paid or incurred by the employer during the taxable

17 year; and

18 (3) 50 percent of the verifiable job training costs, as

19 determined by regulations adopted by the commissioner of labor, to a

20 maximum credit of $3,000 for each eligible first-year employee, and 25

21 percent of the verifiable job training costs to a maximum credit of

22 $3,000 for each eligible second year employee.

23 * Sec. 4. AS 43.20 is amended by adding a new section to read:
i

24 Sec. 43.20.041. ALASKA HIRE TAX CREDIT. (a) An employer is

25 entitled to claim an Alaska hire credit under AS 43.20.036(j) if the

26 employer hires an eligible state resident.

27 (b) An employee is eligible under this section if the employee

28 satisfies the residency requirements for eligibility for a permanent

29 fund dividend under AS 43.23.005 on the date immediately preceding the

SSSB 360 -2-



9

10

11

12

13

14

15

16

17

18

19

20 

21 

22 

23

date of hire and on that date the employee was a resident of an under 

employment area and

(1) was receiving unemployment benefits under AS 23.20 or 

would have been eligible to receive benefits but had exhausted them

(2) was not employed and had resistc~ed to find work with a|

public or private employment agency or a local hiring hall;

(3) was underemployed or marginally employed as determined 

under regulatic^s* adopted by the'Department oif^Labor; or

(4) had completed a job training program approved by the/ 

Department of Labor and is either not employed or is engaged in em­

p l o y m e n t that does not use the skills acquired in the job training 

program.

(c) The Department of Labor shall prepare an annual report that 

designates areas as underemployment areas. The department shall 

examine each economic region of the state and shall find that an area 

is an underemployment area if

(1) the area suffers from a jpeslcient unemployment rate thatp /

is higher than the national average;

nenc race cnacp /

I
(2) nonresident employment is a significant L.rnnbfdrhuting

-T77cause of the high resident unemployment;( and

(3) resident unemployment has caused significant social

îlls.

* Sec. 5. This Act applies to employees first hired by an employer on

24 or after January 1, 1986.

25 * Sec. 6. This Act is retroactive to January 1, 1986.

26 * Sec. 7. This Act takes effect immediately in accordance with AS 01.-

S S S B  360



Introduced: 1/23/86
Referred: Labor and Commerce

and Finance

BY FAIKS, BENNETT, ZHAROFF,
1 IN THE SENATE DEVRIES, RODEY AND P. FISCHER

2 SENATE BILL NO. 360

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to tax credits for employing resi-

7 dents; and providing for an effective date."

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

9 * Section 1. AS 43.20.036 is amended by adding a new subsection to

10 read:

11 (j) For purposes of calculating the income tax payable under

12 this chapter, the taxpayer may apply as a credit against tax liability

13 an Alaska hire credit, for employment of state residents who satisfy

14 the residency requirements for eligibility for a permanent fund

15 dividend under AS 43.23.005 on the date immediately preceding the date

16 of hire, equal to the sum of

17 (1) 50 percent of the qualified first-year wages, as de-

18 fined in 26 U.S.C. 51(b)(2), to a maximum of $6,000 in wages for each

19 eligible employee, paid or incurred by the employer during the taxable

20 year; and

21 (2) 25 percent of the qualified second-year wages, as

22 defined in 26 U.S.C. 51(b)(3), to a maximum of $6,000 in wages for

23 each eligible employee, paid or incurred by the employer during the

24 taxable year.

25 * Sec. 2. Section 1 of this Act is retroactive to January 1, 1986.

26 * Sec. 3. This Act takes effect immediately in accordance with AS 01.-

27 10.070(c).

-1- SB 360



Cramer
4/14/86-"

WORK DRAFT WORK DRAFT WORK DRAFT

Original sponsors: Faiks, Bennett,
Zharoff, et al

I

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 360 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to tax credits for employing and

training residents: and providing for an effective 

date."

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

* Section 1. PURPOSE. The legislature recognizes that the state has a 

significant unemployment problem. This Act ic intended to better fulfill 

the state's duty of loyalty to its citizens, reduce unemployment among

residents of the state, remedy social harms resulting from chronic unem­

ployment, and encourage the training of state residents so that they are 

better qualified to compete for job opportunities. If the courts find that 

a portion of AS 43.20.036(j) or 43.20.041 is unconstitutional, the puulic 

interest requires that the remaining portions be implemented as fully as 

possible.

* Sec. 2. LEGISLATIVE FINDINGS. The legislature finds:

(1) the findings made in AS 36.10.005 continue to accurately

describe the social, economic, and employment situation in the state;

' ^  (2) nonresident workers displace a substantial number_of qual­

ified, available, and unemployed residents, and the displacement is a

peculiar source of the high rate of unemployment among state residents;

(3) high and persistent unemployment breeds severe social prob­

lems including alcoholism and domestic violence;

(4) the findings of the Department of Labor of the State of

Alaska in its report entitled "Nonresidents Working in Alaska; A Special 

Study to Measure the Economic Impact of Nonresidents on Alaska's Economy

-1- CSSSSB 360(L&C)
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During Calendar Year 1984" support the need for a resident hiring prefer­

ence ;

(5) private sector investment in job training and vocational 

education programs will help qualify unemployed Alaskans for higher-skilled 

job opportunities.

* Sec. 3. AS 43.20.036 is amended by adding a new subsection to read:

(j) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may apply as a credit against tax liability 

an Alaska hire credit under AS 43.20.041, for employment of state 

residents who satisfy the eligibility requirements, equal to the sum 

of

(1) 50 percent of the qualified first-year wages, as de­

fined in 26 U.S.C. 51(b)(2), to a maximum credit of $3,000 for each 

eligible employee, paid or incurred by the employer during the taxable 

year;

(2) 25 percent of the qualified second-year wages, as 

defined in 26 U.S.C. 51(b)(3), to a maximum credit of $3,000 for each 

eligible employee, paid or incurred by the employer during the taxable 

year; and

(3) 50 percent of the verifiable job training costs, as 

determined by regulations adopted by the commissioner of labor, to a 

maximum credit of $3,000 for each eligible first-year employee, and 25 

percent of the verifiable job training costs to a maximum credit of 

$3,000 for each eligible second-year employee.

* Sec. 4. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.041. ALASKA HIRE TAX CREDIT. (a) An employer is 

entitled to claim an Alaska hire credit under AS 43.20.036(j) if the 

employer employs an eligible state resident for at least six consecu­

tive months for a tax credit on first-year wages ard 18 consecutive 

CSSSSB 360(LSC) -2-
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3
4
5
6

7
8 

_9 
10 

11 

12

13
14
15
16
17
18
19
20 

21 

22

23
24
25
26
27
28 
29

months for a tax credit on second-year wages. The credit for first- 

year wages may only be claimed in the tax year in which the resident 

completes 12 consecutive months of employment with the employer, or in 
which the last day of the resident's consecutive employment with the 

employer occurs, whichever comes first. The credit for second-year 

wages may only be claimed in the tax year in which the resident compl­

etes 24 consecutive months of employment with the employer, or in 

which the last day of the resident's consecutive employment with the 

employer occurs, whichever comes first.

(b) An employee is eligible under this section if the employee 

satisfies the residency requirements of AS 43.23.005(a) on the date 

immediately preceding the date of hire and on that date the employee 

was a resident of an underemployment area designated under (c) of this 

section and

(1) was receiving unemployment benefits under AS 23.20 or 

would have been eligible to receive benefits but had exhausted them; 

or

(2) was not employed and had registered to find work with a

public or private employment agency or a local hiring hall.

(c) The Dej. irtment of Labor shall report annually to the legis­

lature and the governor on the status of employment in the state, the 

effect of nonresident employment on the employment of residents in the 

state, and methods to increase resident hire. The report may desig­

nate areas as underemployment areas. A designation is valid for two 

years immediately following a determination by the commissioner of

labor. The commissioner of labor shall determine that an economic 

region of the state or the state as a whole is an underemployment area 

if the commissioner finds that

(1) the rate of unemployment within the area is

-3- CSSSSB 360(L&C)
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7
8 

9
10

11

12

13
14
15
16
17
18
19
20 

21 

22

substantially higher than the national rate of unemployment;

(2) the lack of employment opportunities in the area has 

contributed to serious social or economic problems in the area; and

(3) employment of workers who are not residents is a pecu­

liar source of the unemployment of residents of the area.

(d) An employer may not claim a tax credit under this section if 

the employer terminated the employment of a resident in the expecta­

tion of receiving a greater tax credit under AS 43.20.036 (j ). If an 

employer terminates the employment of a resident and then hires a 

resident to fill the position within three months after the termina­

tion and if the employer would be entitled to a greater tax credit 

under AS 43.20.036(j) for the subsequent employment, there is a pre­

sumption that the employer acted in expectation of a greater tax 

credit. The employer may overcome the presumption by showing by clear 

and convincing evidence that the employer terminated the employee for 

cause or that the employee left the employment voluntarily.

* Sec. 5. If a provision of AS 43.20.036(j) or 43.20.041, or the appli­

cation of a provision to a person or circumstance, is held invalid, the 

remainder and the application to other persons or circumstances is not 

affected by the holding. The remainder shall be enforced to the greatest 

extent constitutionally permissible under the constitutions of the United 

States and the State of Alaska.

* Sec. 6. This Act applies to employees first hired by an laployer on 

or after January 1, 1986.

* Sec. 7. This Act is retroactive to January 1, 1986.

* Sec. 8. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

msssBiW"
CSSSSB 360(L&C)
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Cramer
5/6/86

Original sponsors: Faiks, Bennett,
Zharoff, et al

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 360 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to tax credits for employing and

training residents; and providing for an effective 

date."

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

* Section 1. PURPOSE. The legislature recognizes that the state has a 

significant unemployment problem. This Act is intended to better fulfill 

the state's duty of loyalty to its citizens, reduce unemployment among 

residents of the state, remedy social harms resulting from chronic unem­

ployment, and encourage the training of state residents so that they are

better qualified to compete for job opportunities.

* Sec. 2. LEGISLATIVE FINDINGS. The legislature finds:

(1) the findings made in AS 36.10.005 continue to accurately

describe the social, economic, and employment situation in the state;

(2) nonresident workers displace a substantial number of qual­

ified, available, and unemployed residents, and the displacement is a 

peculiar source of the high rate of unemployment among state residents;

(3) high and persistent unemployment breeds severe social prob­

lems including alcoholism and domestic violence;

(A) the findings of the Department of Labor of the State of

Alaska in its report entitled "Nonresidents Working in Alaska; A Special 

Study to Measure the Economic Impact of Nonresidents on Alaska's Economy 

During Calendar Year 198A" support the need for a resident hiring prefer­

ence ;

(5) private sector investment in job training and vocational

- 1 -  CSSSSB 3 6 0 (L&C)
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WORK DRAFT WORK DRAFT WORK DRAFT

education programs will help qualify unemployed Alaskans for higher-skilled 

job opportunities.

* Sec. 3. AS 43.20.036 is amended by adding a new subsection to read:

(j) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may apply as a credit against tax liability

6 an Alaska hire credit under AS 43.20.041, for employment of state

7 residents who satisfy the eligibility requirements, equal to the sum

8 of

9 (1) 50 percent of the qualified first-year wages, as de­

fined in 26 U.S.C. 51(b)(2), to a maximum credit of $3,000 for each

11 eligible employee, paid or incurred by the employer during the taxable

12 year,

(2) 25 percent of the qualified second-year wages, as

defined in 26 U.S.C. 51(b)(3), to a maximum credit of $3,000 for each

15 eligible employee, paid or incurred by the employer during the taxable

year; and

(3) 50 percent of the verifiable job training costs, as

determined by regulations adopted by the commissioner of labor, to a 

maximum credit of $3,000 for each eligible first-year employee, and 25

percent of the verifiable job training costs to a maximum credit of

21 $3,000 for each eligible second-year employee.

* Sec. 4. AS 43.20 is amended by adding a new section to read:

23 Sec. 43.20.041. ALASKA HIRE TAX CREDIT. (a) An employer is

24 entitled to claim an Alaska hire tax credit under AS 43.20.036(j) on

25 first— year wages if the employer employs an eligible state resident 

for at least six consecutive months. An employer is entitled to claim 

an Alaska hire tax credit under AS 43.20.036(j) on second-year wages 

if the employer employs an eligible state resident for at least 18 

— I consecutive months.

CSSSSB 360(L&C) -2-
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(b) The tax credit for first-year wages under (a) of this sec­

tion may only be claimed in the tax year in which the resident com­

pletes 12 consecutive months of employment w' th the employer, or in 

which the last day of the resident's consecutive employment with the 

employer occurs, whichever comes first. The tax credit for second- 

year wages under (a) of this section may only be claimed in the tax 

year in which the resident completes 24 consecutive months of employ­

ment with the employer, or in which the last day of the resident's

consecutive employment with the employer occurs, whichever comes 

first .

(c) An employee is eligible under this section if on the date 

immediately preceding the date of hire

(1) the employee satisfies the residency requirements of 

AS 43.23.005(a);

(2) the employee was a resident of a zone of underemploy­

ment designated under (d) of this section, the place of employment was 

located in that zone of underemployment, and the employee

(A) was receiving unemployment benefits under AS 23.20 

or would have been eligible to receive benefits but had exhausted 

them; or

(B) was not employed and had registered to find work 

with a public or private employment agency or a local hiring 

hall.

(d) The Department of Labor shall report annually to the legis­

lature and the governor on the status of employment in the state, the 

effect of nonresident employment on the employment of residents in the 

state, and methods to increase resident hire. The report may desig­

nate areas as underemployment areas. A designation is valid immedi­

ately and for the next two fiscal years following a determination by

- 3 -  CSSSSB 3 6 0 (L&C)
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9
10
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the commissioner of labor. The commissioner of labor shall determine 

that a zone of underempJ /ment exists if the commissioner finds that

(1) the rate of unemployment in the zone is substantially 

higher than the national rate of unemployment;

(2) a substantial number of residents in the zone have 

experience or training in occupations in which nonresidents are em­

ployed;

(3) the lack of employment opportunities in the zone has 

contributed to serious social or economic problems in the zone; and

(4) employment of workers who are not residents is a pecu­

liar source of the unemployment of residents of the zone.

(d) An employer may not claim a tax credit under this section if

the employer terminated the employment of a resident in the expecta­

tion of receiving _ greater tax c* dit under AS 43.20.036(j). If an 

employer terminates the employment of a resident and then hires a 

resident to fill the position within three months after the termina­

tion and if the employer would be entitled to a greater tax credit 

under AS 43.20.036(j) for the subsequent employment, there is a pre­

sumption that the employer acted in expectation of a greater tax 

credit. The employer may overcome the presumption by showing by clear 

and convincing evidence that the employer terminated the employee for 

cause or that the employee left the employment voluntarily.

* Sec. 5. If a provision of AS 43.20.036(j) or 43.20.041, or the appli­

cation of a provision to a person or circumstance, is held invalid, the

remainder and the application to other persons or circumstances is not

affected by the holding. The remainder shall be enforced to the greatest 

extent constitutionally permissible under the constitutions of the United 

States and the State of Alaska.

* Sec. 6. This Act takes effect immediately in accordance with

CSSSSB 360(L&C) -4-
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Senate

May 2, 1986

MEMORANDUM

TO:

FROM:

SUBJECT:

Senator Zharoff, Chairiran^
Senate Labor and-xCommeiore Committee

Senator Jan

Revised CS for Se 
to tax credits fo 
residents

Bill 360, an Act relating 
employing and training

My staff met with Bob Landau of the Department of Labor 
concerning their suggestions for improving Senate Bill 360, 
Together, they agreed on the following changes to the 
4-14-86 committee substitute.

I would appreciate your havir drafted into a new
committee substitute and sch > I ': j the bill for a rehear­
ing.

1. Wherever the words "unemployment area(s)" or "area(s)" 
appear, replace these with "underemployment zone(s)" or 
"zone(s)".

2. On page 3, 1 
"fiscal".

24, after the word "two", add the word

3. On page 4, add the following subsection to (c): (d) a 
substantial number of residents in the zone have experience 
or training in occupations in which nonresidents are 
employed.

The above changes will make SB 360 uniform with other 
local hire bills.

4. On page 3, rewrite or place into another section the 
language dealing with the tax years in which the credits 
can be claimed. The current placement after the provision

OUT OF SESSION
1024 WEST SIXTH AVENUE. SUITE 302 ANCHORAGE, ALASKA 99501 907 -274 -6611



dealing with required consecutive employment has confused 
readers.

5. On page 3, in subsection (b) beginning line 10, add the 
following additional criterion: on the date immediately
preceding the date of hire the place of employment was 
located in the same underemployment zone as the employee's 
place of residence. This will prevent employers from 
discriminating against local unemployed residents in favor 
unemployed residents from other areas of the state.

6. On page 4, please delete sections 6 and 7. These 
sections are unnecessary because employees will not be 
eligible for a tax credit until after the Department of 
Labor designates underemployment areas. According to the 
Department, the earliest that a designation could be made 
would be January 31, 1987.

Thank you.



CHAIRMAN'S INFORMATION: SSSB 360

1) BILL TITLE: "An act relating to tax credits for employing
and training residents; and providing for an 
effective date."

a) Introduced: Fiaks, Bennett, Zharoff, Devries,
Rode/, and P Fischer

b) Co-sponsors:

2) INTENT: This measure creates an "Alaskan Hire Tax Credit"
for an employer who hires an eligible resident. 
The bill enacts a series of tax credits, 
including a credit for training costs (maximum of 
$3,000), and details the eligibility criteria.

FISCAL NOTE; 2 from the Department of Revenue ( - $33.2
million in revenue and $2.0 contractual) and a 
DOL F/N of $136.2

3) ADDITIONAL REFERRALS: Finance, Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?
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Senator Jan Fa iks 
Senate Finance Committee 
Pouch V
C a p ito l B u ild in g  
Juneau, A laska 9^811 •c*.

i)
Re: A n a ly s is o f the Economic E f fe c t o f SB 360

Dear Senator F a ik s , j j k

In  response to  a reque s t from Stephen White o f y o u r s t a f f ,  I  am 
enc lo s in g a s h o r t a n a ly s is o f th e economic e f f e c t o f SB 360, a b i l l  
p ro v id in g  ta x  c re d its  f o r  th e h ir in g  o f re s id e n t A laskans .

Change in  income 
o f A laska 
re s id e n ts

M u l t ip l ie r  e f f e c t 
o f inc reased income 
spen t in  A laska

The b a s ic equa tion f o r  c a lc u la t in g  the economic e f f e c t o f 
d is p la c in g  a non re s id en t w o rke r, as measured by the change in  income 
to  A laska re s id e n ts , i s  th e sum o f two p a r ts , as fo l lo w s :

Net in c rea se in  
= income o f new ly

( -h ire d  A laska 
• '- r e s id e n t

* :,5l -: _: ... L i I
The n e t in c rease in  'income fo f the new ly h ire d  Alaska^ re s id e n t is  

the s a la ry  he re ce ive s minus a n /; p u b lic  b e n e f i ts  foregonfe, t y p ic a l l y  
unemployment insu rance payments .

Net in c rease in  income . 'J?'
o f new ly h ire d  ' S a la ry a t
A laska re s id e n t new jo b

Foregone p u b lic  
b e n e f i ts

* : J.:: 1

The m u l t ip l ie r  e f fe c t ( th e  in c re a se in  income o f o th e r A laskans) 
is  c a lc u la te d  us ing the a d d it io n a l income spen t lo c a l l y  due to  the 
d isp lacem en t o f the non re s id e n t as th e base to  which an economic 
m u l t i p l i e r  is  ap p lie d . ' *•' t& b s f t '

M u l t ip l ie r  e f fe c t 
o f inc reased 
income spent 
in  A laska

= [m u l t ip l ie r ] x
Net in c re a se 
in  income o f 
new ly h ire d  
A laska re s id e n t

Loca l
spend ing

by
n on re s id e n t



Jan Fa iks 
10 A p r i l 1986 
Page 2_____

U n i v e r s i t y  o f  A l a s k a

For example, if we assume the following:

weekly s a la ry o f A laskan ■ $557 (average weekly earn ings o f
r e c ip ie n ts  o f unemployment 
compensation in  1984)

p u b lic  b e n e f its  fo regone = $140 (average weekly unemployment
.,j. . compensation in  1984)

lo c a l spending o f n on re s id e n t = 25% o f ea rn in gs _

m u l t i p l i e r  = .5

then the im pact on A laskan re s id e n t income o f d is p la c in g  a non­
re s id e n t f o r  one week by one unemployed re s id e n t would be about 
$557— $417 going to  the re s id e n t worke r and $139 bo A laskans in  
o th e r in d u s t r ie s  because o f the m u l t i p l i e r  e f f e c t .

[$557 -  $140] + .5 [$557 -  $140 -  $139] =

$417 + $139 ;x;v ̂  s $557

In  th is  a n a ly s is , the income o f the n on re s id e n t has.no va lu e .

In  a pp ly in g th is  fo rm u la to  an a n a ly s is o f SB 360, the c r i t i c a l  
v a r ia b le  is  the percentage o f c re d its  wh ich would be used to  h ir e  
unemployed re s id e n ts who would n o t o th e rw ise ge t a jo b . In  o th e r 
words, how many c re d its  " h i t  the ’ ta r g e t " f o r  which th e y are 
des igned . Th is depends upon the a b i l i t y  o f the Department o f Labor 
to  des ig na te as "underemployment a reas " re g io n s which do no t; have 
s ig n i f i c a n t seasonal f lu c tu a t io n s  in  employment and h ig h jo b  
tu rn o v e r ra te s from o th e r causes.

;’Chf

Absent such sharp d e s ig n a tio n s , i t  seems l i k e l y  on the b a s is o f 
l im i te d  evidence th a t a la rg e  p o r t io n  o f th e c re d its  would be used 
to  h ir e  unemployed A laskans who would have found jo b s in  the absence 
o f the c r e d i t s .

A laska Department o f L ab o r^ 'd a ta show th a t in  1984, 45,453
persons subm itted i n i t i a l  unemployment compensation c la im s and o n ly 
45.6 pe rce n t o f these peop le r’exhausted t h e i r  b e n e f i ts . The rem a in ing 
24,749 e ith e r found employment p r io F 7 to  exhaus ting t h e i r  b e n e f i ts  o r 
dropped ou t o f the la b o r m a rk e t‘*(79 pe rce n t [36 ,063 ] o f these c la im s 
were from w ith in  the s ta te , - b u t th e percen tage o f these c la im an ts 
exhaus ting t h e i r  b e n e f i ts  is  n o t re p o r te d [ADOL, Unemployment 
Insu rance A c tu a r ia l Study and F in a n c ia l Handbook, December 1 9 8 5 ]) .

•JU Mx-ff


