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Ec on omi c I m p a c t ; N/A.

Impact on Local G o v e r n m e n t : N/A.

S u g g e s t - d  A m e n d m e n t s; None.

A t t a c h m e n t s : A t t a c h m e n t  A: "S u m m a r y  of DP Needs



Department of Revenue 

Administrative Services Division 
Fiscal Mote Analysis 

SB 113
Summary of Data Processino Requirements 

2/25/87

Wang data entry processing 75.C hours
Includes: Data entry

Batch lists 

Corrections 
Wang to IBM transfer

IBM Update jobs 30.0 hours
Includes: Edits

Batch listings 
Leg sheets

DMS Online programs for lookup and changes 37.5 hours

Nightly Update of Changes 22.5 hours

Warrant Jobs 00.0 hours
Includes: Printing warrants with different

amounts. Include check stub messages.
Modify warrant registers as needed 

for balancing.
Create new program(s) for transferring 

accumulated contributions to the 
Arctic winter games account, and to account 
for the reserve necessary due to 
returned and cancelled PFD warrants.

Miscellaneous 45.0 hours
Includes: Setting up test files on IBM

Systems testing
Administrative functions, i.e. 
paper work reruired by Admin. DP 
to add files and programs to tables.

TOTAL HOURS 300.0 hours



STATE OF ALASKA 1987 LEGISLATIVE SFSSION 
FISCAL NOTE

Bill Version: SB 113

REQUEST Publish Date:

Revision Date: 3/4/87_______  _
Title: "An act relation to the Arctic

Agency Affected: Revenue

BRU: Administrative Services

winter games.

Sponsor: Bennett__________________
Reouestor: Senate State Affairs

Components:

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 T FV 87 I FY 88 I FY 89 I FY 90 | FY 91 I FY S2

OPERATING T
I PERSONAL SERVICES 1 - 1 21.9 11 10.7 11 lO'.T'l1 10.7 11 10".7~~'
I TRAVEL i - | - | - 1 - 11 - ;I
1 CONTRACTUAL 1 - 1 ,1.0 | 11.0 | 11.0 1 11.0 II 11.0
1 SUPPLIES 1 - I 0.2 | 0.2 I 0.2 I1 0.2 II 0.2
I EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1 -
I LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1! * - 11
I GRANTS, CLAIMS ! - 1 - 1 - 1 - 1 - ! _

I MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - 1
1 TOTAL OPERATING 1 - 1 33.1 I 21.9 1 21.9 1 21.9 I 21.9

1 CAPITAL ! — 1 1 - 11 - 11 - 11 -

I REVENUE I - 1 - 1 11 11 1| " I

FUNDING: (Thousands of Dollars)
1 f lFU FD A l F lIM n 1 1 9 9  1 1 i>1 0 11 9 1  Q 11 91  0  11 91  Q

I FEDERAL FUNDS 

I OTHER 
I TOTAL

I

I
I 33.1 | 21.9 I 21.9 I 21.9 I 21.9

POSITIONS:

T ~  Rjll-time
I PART-TIME 
I TEMPORARY

I 2 I

ANALYSIS: Attach a separate page if necessary 

(See attached)

Prepared By: Enrffv/f?T<:U$nes Phone
Division: Administrative Services Date:

Approved by Corrmissicner: Date:
Aoency: Revenue -—  /  /

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 

Impacted Agency(ies)
Senate Secretary

page of



Department of Revenue 
Administrative Services Division 

Fiscal Note Analysis 
SB 113 
2/25/87 

Rev. 3/4/87

Assumptions:

1. The bill will take effect for the 1988 permanent fund dividend year and 
application. The 1987 dividend application has already been printed.

2. There are seven other bills which 1f signed Into law, would result 1n some 
form of "check-off" on the 1988 dividend application. The Department of 

Revenue has no Insight as to which, and how many, of these bills will 
become law. This fiscal note, and all related fiscal notes, 1s prepared
on the assumption that the subject bill 1s the only bill of this natuie
which will become law. The passage of multiple bills with varying 
foimulas ($5, half of dividend, all or part of dividend, etc.) will
Inevitably have a compounding effect. Whereas there may be savings 1n

some areas, there will be Increased costs 1n others.

3) All costs of administering this '.aw will be borne by the general fund, of 
which the trust fund 1s an account.

4) The Incremental cost of computer resources will result 1n a chargeback by
the Department of Administration.

5) Whereas the cost of programming changes will be a cne-t1me cost, the cost 
of document review, data capture, data processing chargeback, and the 
extra page 1n the dividend application will be continuing.

6) Contributions will only be honored to the extent of available funds.
Garnishments and assignments will take precedence 1n the order established 
by statute. Contributions will then be honored 1n the order listed on the 
form schedule, which will be 1n the order they become law.

Program Summary:

The provision of a new contribution decision on the dividend application will
cause additional administrative cost 1n several areas:

a) An additional page added to each application, a schedule of 
contribution decisions.

b) The computer system will need to be changed to account for the change 
1n the program, to establish new accounting controls and to provide 

for the transfer of funds to the trust account (see Attachment A).

c) Each of approximately 540,000 PFD applications will need to be
visually reviewed and coded as to decision on the contribution 
decision. Each application will be data captured with additional 
attention and keystrokes expended on each positive decision.



1. Positions

1 PPT Analyst/Programmer V, R21 
@ $5,638.47/Ho Including salary 

and benefits for 2 months =

PCN 04-1125 would be funded for an 
additional two months, 1n accordance 
with Attachment A. Ongoing maintenance 

of new programs would be accomplished 
by existing staff.

1 PPT Document Processor I, R7 
@ $2,117.76/Ho, Including salary and 
benefits for 3 months

This position would assist 1n the manual 
review and coding of 540,000 applications 

for the new contribution decision. This 
position represents the equivalent of the 
additional time and effort.

1 PPT Data Processing Clerk I, R8,
@ $2,221.64/Ho, Including salary and 
benefits for 2 months =

This position would assist 1n the data 
capture of the additional contribution 
decisions. The position represents the 
equivalent value of the additional time 

and effort.

TOTAL Personal Services

2. Other Expenditures:

a) Travel: None.

b) Contractual:

Data Processing Chargeback 
Add additional page to PFD 

booklet

c) Suppl1es:

d) Equipment: Use existing equipment 

TOTAL COST

3. Funding: General Fund.

4. Section Cost Analysis: N/A.

$11.2

$6.3

$4.4

$21.9

$5.0

$6.0

$0.2

0.0

$33.1

Computations: N/A.



E c on omi c I m p a c t : N/A.

Im pa ct on Local G o v e r n m e n t : N/A.

S u g g e s t e d  A m e n d m e n t s : None.

A t t a c h m e n t s : A t t a c h m e n t  A: " S u m m a r y  of DP Ne ed s"



Department of Revenue 
Administrative Services Division 

Fiscal Note Analysis 
SB 113

Summary of Data Processing Requirements 
2/25/87

Wang data entry processing 75.0 hours
Includes: Data entry

Batch lists 
Corrections 
Wang to IBM transfer

IBM Update jobs 
Includes: Edits

Batch listings 
Log sheets

30.0 hours

DMS Online programs for lookup and changes 37.5 hours

Nightly Update of Changes 22.5 hours

Warrant Jobs 
Includes:

90.0 hours
F.1nt1ng warrants with different 
amounts. Include check stub messages.
Modify warrant registers as needed 

for balancing.
Create new program(s) for transferring 

accumulated contributions to the 
Arctic winter games account, and to account 
for the r ^ e r v e  necessary due to 
returned and cancelled PFD warrants.

Miscellaneous 45.0 hours
Includes: Setting up test files on IBM

Systems testing
Administrative functions, I.e. 
paper work required by Admin. DP 
to add files and programs to tables.

TOTAL HOURS 300.0 hours
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REQUEST

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version: 
Publish Date:

SB 121

Revision Date: Bin/Res No: sb 121
Titl e: An Act relating to retirement 

credited service for temporary service 

Sponsor: Duncan

Requestor: Senate State Affairs

Agency Affected: Administration

BRU: Retirement and Benefits

Components: Retirement and Benefits

EXPENDITURES/REVEh UES: (Thousands of Dollars)
FY 87 FY 88 FY 89 FY 90 FY 91 FY 9?

OPERATING

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND 4 STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE 0 0

FUND TNG: (Thousands of Dollars)

POSITIONS:

ANALYSIS: Attach a separate page if necessary

An analysis of the impact of this bill on the actuarial soundness of the 
Public Employees' Retirement System (PERS) funds is provided in the attached 
letter to Senator Abood.

Prepared By: John A. Logan

Division: Retirement and Bcrfef/ts

Approved by Commissioner: Garrey Peska
Agency: Department of Adroinistr‘atio~n

Phone:
Date:

(907) 4 6 5 - W O

D a t e . _ ^  / / ? / $ ?

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 

Requestor
Office of Management and Budget 
Impacted Agency(ies)
Senate Secretary

GENERAL FUND 

FEDERAL FUNDS 

OTHER I/A 4 PCM RCPT! 

TOTAL

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 1 0

TEMPORARY 0 0 0 0 0 1 0

February 13, 1987

Page of
Rev. 9/16/86

8/6K3/0202-01/1-2



POSITION PAPER

SB 121

This bill re moves the ''equirement for m e m b e r s  o f  the Public Employees' 

R e t i r e m e n t  S y s t e m  (PERS) to c l a i m  cr ed it fo r their t e m p o r a r y  se rvice 

w i t h i n  one y e a r  of vesting. It requires th os e m e m b e r s  w h o  w i sh to 

re ce ive the c r e d i t  but do not a p p l y  w i t h i n  on e y e a r  of ve s t i n g  to pay 

an ad di tio nal y e a r ' s  i n te res t on the indebte dne ss .

The removal of the de a d l i n e  for c l a i m i n g  t e m p o r a r y  se rv ice m a y  

e l i m i n a t e  some ap peals to the PERS Board by me m b e r s  w h o  m i s s e d  the 

deadline. The le gi sla tio n will have no fiscal impact on the D i vi sio n 

of R e t i r e m e n t  and Benefits or on the PERS fund.

The d e p a r t m e n t  supports this bill.

D e p u t e / D i r e c t o r  of Di v i s i o n  of  Re t i r e m e n t  & Bene fit s Date
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J IF M S B
DEPA RTM EN T  OF A DM IN ISTRA T IO N
JIVISION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:

V  P.O.BOX CR
oJNEAU. ALASKA 99811-0203 
PHONE: (907)465-4460

C  2600 DENALI ST. SUITE 401 
ANCHORAGE. ALASKA 99503 
PHONE (907) 277-7504

Public Employees Relifomcnt Syslom 
Teachers Roliromcnt Syslcm 

Judicial Retirement System 
Electoo Public Ollicors Retirement System 

National Guard Retirement System 
Territorial Roliroment System 
Rotirees Voluntary Oental Vision Audio Plan 

Supplemental Benefits System 
Group HealttuLite Insurance Benefits 
Deterred Compensation Plan 

Public Employers Social Security Contributions

STEVE COWPER, GOVERNOR 
February 13, 1987

The Honorable Mitch Abood
Chairman, Senate State Affairs Committee
Alaska State Legislature
P.O. Box V
Juneau, AK 99811

Dear Senator Abood:

Re: Senate Bill 121

In accordance with AS 24.08.036, I am providing the analysis below on
Senate Bill 121. The analysis includes the long-term and short-term 
costs to the state if the bill is adopted and the impact the bill will 
have on the actuarial soundness of the Public Employees' Retirement System 
(PERS) funds. Required changes to the appropriation for the Division of 
Retirement and Benefits are discussed in a separate fiscal note.

This bill makes no changes to the PERS which would result in long-term or
short-term costs to the state. There will not be any impact on the
actuarial soundness of the PERS fund if this bill becomes law.

JAL/cam/7

02D4LH Nolo Ploaso Include Your Social Secunty Number In A1 Conospondenco & Roquonts Concerning You Bonefits



IN­

STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUEST:

Bill Version:
Publish Date:

SB 121

FISCAL NOTE

Revision Date:______________________
Title: Relating to retirement credited

service for temporary service___________

Sponsor: Duncan _____________

Requestor:___________________________

Agency Affected: Administration

BRU: Retirement and Benefits

____________  f ~ n - n ; 1  rm
C o m p o n e n t s : Retirement and IBCTujfi'ti lt'1 ! - 1 '•! \ I IS
_____________ f H i  ' r̂ r~ ri

E E B  5 1 9 8 8

EXPENDITURES/REV INUES: (T lousands o1F Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND A STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 ,1 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dol lars)
CENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Robcn F. Stalnaker

Division: Retirement and Benefits

Approved by Commissioner: John M. Andrews
Agency: Department of Administration ^

D i s t r i b u t i o n  (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Rev: 01/11/88

Phone:_
Date:

*65-4*70
Q 1 /7 8 /B 8

Date:

Page of

1V6K1/0128-H/3



POSITION PAPER 

SB 121

This bill removes the r e au ire men t for memb«_ s of the Public Employees' 

Re t i r e m e n t  System (PERS) to cl ai m credit for their t e m p o r a r y  se rvice 

wi t h i n  one y e a r  uf  vesting. It requires those m e mb ers who w i sh to 

re ce ive the credit but do not ap pl y w i t h i n  one y e a r  of ve s t i n g  to pay 

an additional ye ar 's i n te res t on the indebtedness.

The removal of the de a d l i n e  for c l ai min g t e mp ora ry se rv ice m a y

e l i m i n a t e  some appeals to the PERS Board by m e mb ers w h o  m i s s e d  the

deadline. The le gislation will have no fiscal impact on the Divi sio n

o f  Re t i r e m e n t  and Benefits or on the PERS fund.

Th e de p a r t m e n t  supports this bill.

7
D e ^ ^ b i r e c t o r ’o f lD i v T ^ o n  of Re ti rem ent ;« Benefits Date

T o m m i s s > ; 6 n e r H a r r e y  Peska Date

D e pa rtm ent of A d m i n i s t r a t i o n
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D K l M E i n i K ^ T  O F  A T B O \
DIVISION OF RETIREMENT & BENEFITS
PLEASE REPLY TO: --------------------------------------

y. P.O.BOX CR
JUNEA'J. ALASKA 99811-0203 
PHONE: (907)465-4460

2600 DENALI ST. SUITE •'01 
ANCHORAGE. ALASKA 99603 
PHONE (907) 277-7504

_  , Public Empioyeoa nctifcmimt SvMem
* t Teacher Hctucmcnl System

. Judicial Mctirenn'nt System
* •' ' Elected Public Off«cc«& Hetifement System
' ^  National liuaid Retirement System
*  1 • Territorial Retirement System

Retirees Voluntary Dental Vision Aud>o Plan 
• Supplemental Drnel.l* SiStem

Giouo Meaitb'liti? insurance Benefits 
Deferred Compensation Plan 

Pubnc Employers Social Security Contributions

STEVE COWPER, GOVERNOR 
February 13, 1987

The Honorable Mitch Abood
Chairman, Senate State Affairs Committee
Alaska State Legislature
P.O. Box V
Juneau, AK 99811

Dear Senator Abood:

i\e: Senate Bill 121

In accordance with AS 24.08.025, I am providing the analysis below on 
Senate Bill 121. The analysis includes the long-term and short-term 
costs to the state if the bill is adopted and the impact the bill will 

have on the actuarial soundness of the Public Employees' Retirement System 
(PERS) funds. Required changes to the appropriation for the Division of 
Retirement and Benefits are discussed in a separate fiscal note.

This bill makes no changes to the PERS which would result in long-term or 
short-term costs to the state. There will not be any impact on the 
actuarial soundness of the PERS fund if this bill becomes law.

JAL/cam/7

02-B41H Nolo Pleaso Include Your Social Socunty Number In All Correjpondcnco A Roouosts Concom*ng Your Bonolits



c r p

DEPA RTM EN T  OF A DM IN ISTRA T IO N
DIVISION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:

X  P.O.BOX CR
JUNEAU. ALASKA 99311-0203 
PHONE: (907)465-4460

C  2600 DENALI ST. SUITE 401 
ANCHORAGE. ALASKA 99503 
PHONE (907) 277-7504

Public Employees Roluemont Syslom 
Teachers Roliremonl System 

Judicial Retirement Syslom 
Elected Public Olliccrs Roliremonl System 

National Guard Rotuempnt System 
Territorial Retirement System 

Retirees' Voluntary Denial Vision-Audio Plan 
Supplemental Benefits System 

Group HealltuLile Insurance Bonolits 
Deterred Compensation Plan 

Public Employers Social Security Contributions

April 21, 1987

STEVE COWPER, GOVERNOR

Honorable Jan Faiks 
President of the Senate 
Alaska State Leaislature 

P.O. Box V 
Juneau, AK 99811

Dear Senator Faiks:

At its March 25 meeting, the Public Employees' (PERS) Retirement Board 
passed the enclosed resolution which: (1) opposes HB 17, a bill which
would extend the Retirement Incentive Program (RIP); and (2) supports SB 
121, a bill which would remove the deadline for claiming temporary 
service.

If you have any questions, please contact me.

Sincerely,

Robert F. Stalnaker 
Deputy Director

RFS/CJS/cam/6
Enclosure
cc: PERS Board Members w/encl.

Committees of referral in House
and corresponding Senate committees w/encl.

Honorable Don Bennett w/encl.
Co-Chairman, Senate Finance

Honorable Johne Binkley w/encl.
Co-Chairman, Senate Finance

Honorable Mitch Abood w/encl. >//
Chairman, Senate State Affairs

Honorable A1 Adams w/encl.
Chairman, House Finance

Honorable Fran Ulmpr w/encl.
Chairman, House State Affairs

02B41H Nolo Please Indudo Your Social Security Number In Al Correspondence & Roqoosts Concerning Your Benotits



r e c e i v e d

RESOLUTION OF THE 
PUBLIC EMPLOYEES' RETIREMENT BOARD

Ap« 171987
Division ol Reiiremcnt & fonellls

WHEREAS, the Public Employees' Retiremc t (PERS) Board is empowered to 
consider and adopt resolutions on matters pertaining to changes in policy 
and revisions of Chapter 39 of the Alaska Statutes;

WHEREAS, the PERS Board at its spring meeting on March 25, 1987, in 
Juneau, unanimously opposed House Bill 17, which would extend the window 
periods for the Retirement Incentive Program (RIP). The Board opposes 
extending the window periods at this time because there can be no accurate 
assessment of thp effectiveness of the RIP until after the existing window 
periods have been closed. After that time, if it is determined by the 
Legislature that such a program is still needed, the Board would be 
supportive of reinstituting it;

WHEREAS, the PERS Board unanimously supports SB 121 which would remove
the deadline for PERS members to claim their temporary service. The Board 
has heard nume rou s ap pe als by me m b e r s  who w e re de ni ed t e m p o r a r y  cr ed it

because they missed the deadline. Since the cost of claiming temporary
service is the full actuarial amount for providing benefits, the Board

supports the passage of SB 121.

DATED this / /  day April, 1987.

PUBLIC EMPLOYEES' RETIREMENT EOARD

C.R. "Steve" Hafling, Chairmen’



crp I
DEPARTM ENT  OF A R M IN IS T R  ATI ON
DIVISION OF RETIREMENT *  BENEFITS 
PLEASE REPLY TO:

Public Employees' Retirement System 
Teachois Reluemonl Syslom 

Judicial Retirement System 
Elected Public Olliccrs Retirement System 

National Guard Retirement System 
Teiulotial Retirement System 

Holuees Voluntary Dental Vision Audio Plan 
Supplemental Bcnelils System 

Group HcaitrvLile Insurance Oenelits 
Deterred Compensation Plan 

Public Employers Social Security Contributions

P.O.BOX CR
JUNEAU. ALASKA 99811-0203 
PHONE: (907)465-1460

□ 2600 DENALI ST. SUITE 401 
ANCHORAGE. ALASKA 99503 
PHONE (907) 277-7504

STEVE COWPER, GOVERNOR
April 21, 1987

Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Grussendorf:

At its March 25 meeting, the Public Employees' (PERS) Retirement Board 
passed the enclosed resolution which: (1) opposes HB 17, a bill which
would extend the Retirement Incentive Program (RIP); and (2) supports SB 
121, a bill which would remove the deadline for claiminq temporary 
service.

If you have any questions, please contact me.

Sincerely,

Robert F. Stalnaker 
Deputy Director

RFS/CJS/cam/6
Enclosure

cc: PEP.S Board Members w/encl.

Committees of referral in House
and corresponding Senate committees w/encl.

Honorable Don Bennett w/encl.
Co-Chairman, Senate Finance

Honorable Johne Binkley w/^ncl.
Co-Chairman, Senate Finance

Honorable Mitch Abood w/encl. /
Chairman, Senate State Affairs

Honorable A1 Adams w/encl.
Chairman, House Finance

Honorable Fran Ulmer w/encl.
Chairman, House State Affairs

02 B4LH Nolo Ptoaso InckjOo You Social Socunty Numtx* In Al Coaospondcnco & Roquost* Concnmrtg > our B»mofas



r e c e i v e d

RESOLUTION OF THE 
PUBLIC EMPLOYEES' RETIREMENT BOARD

flPR 1 7 1937

Division ol Retiiement & Benefits
WHEREAS, the Public Employees' Retirement (PERS) Board is empowered to 

consider and adopt resolutions on matters pertaining to changes in policy 
and revisions of Chapter 39 of the Alaska Statutes;

WHEREAS, the PERS Board at its spring meeting on March 25, 1987, in 
Juneau, unanimously opposed House Bill 17, which would extend the window 
periods for the Retirement Incentive Program (RIP). The Board opposes 
extencing the window periods at this time because there can be no accurate 
assessment of the effectiveness of the RIP until after the existing window 
periods have been closed. After that time, if it is determined* by the 
Legislature that such a program is still needed, the Board would be 
supportive of reinstituting it;

WHEREAS, the PERS BoarJ unanimously supports SB 121 which would remove 
the deadline for PERS members to claim their temporary service. The Board 
has heard n u me rou s ap p e a l s  by m e m b e r s  wh o w e r e  de ni ed t e mp ora ry credit

because they missed the deadline. Since the cost of claiming temporary 
service is the full actuarial amount for providing benefits, the Board 
supports the passage of SB 121.

DATED this / /  lay April, 1987.

PUBLIC EMPLOYEES' RETIREMENT BOARD

C.R. "Steve" Hafling, Chairmen





A N C H O R A G E  P O L IC E  D E P A R T M E N T

4501 SOUTH BRAG AW STREET • ANCHORAGE, ALASKA 99507-1599 
TELEPHONE (907) 786-8500

TONY KNOWLES 
MAYOR

RONALD L OTTE 
CHIEF

March 23 ,  1987

The Honorab le  J o e  J o s e p h s o n  
A la s k a  S t a t e  L e g i s l a t u r e  
Pouch V (MS 3100)
J u n e a u ,  A laska  99811

RE: SB 127

P e a r  S e n a t o r  J o s e p h s o n ,

We have r ev ie w e d  SB 127 p u r s u a n t  to  y o u r  r e q u e s t  and can  s u p p o r t  
t h e  b i l l  as  c u r r e n t l y  d r a f t e d .

We do n o t  s e e  any n e g a t i v e  im pac t  t o  law e n f o r c e m e n t ,  a t  l e a n t  i n  
t h e  Anchorage a r e a .

The b i l l  would  seem t o  p r o v i d e  an a d d i t i o n a l  m easure  of  
p r o t e c t i o n  to  t h e  i n s u r a n c e  b uy ing  consumer ,  and  we c e r t a i n l y  
s u p p o r t  t h a t  a s p e c t .

I f  we can  be o f  any f u r t h e r  a s s i s t a n c e  i n  t h i s  m a t t e r ,  p l e a s e  
f e e l  f r e e  t o  c o n t a c t  u s .

S i n c e r e l y ,

Del  Smith
A c t i n g  C h i e f  o f  P o l i c e

''tOUcF''

l - f c  8

DS:dl



BILL NO: gg 1 2 7 DATE: Marc|, 1 3 , 1987

TITLE: An Act  r e l a t i n g  t o  m oto r  
v e h i c l e  i n s u r a n c e

CONTACT: R i l l  Brown 
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S e c t i o n s  1 and 2 o f  t h i s  b i l l  amend a r e a s  o f  the  m anda to ry  i n s u r a n c e  
law  t h a t  DMV h a s  e x p e r i e n c e d  p ro b le m s  w i t h  in  a d m i n i s t e r i n g  the  law.

S e v e r a l  d r i v e r s  have  p u r c h a s e d  i n s u r a n c e ,  g e n e r a l l y  upon p u r c h a s i n g  a 
new v e h i c l e ,  and a f t e r  an a c c i d e n t  a r e  i n fo rm e d  the  p o l i c y  o n ly  cove re d  
damage t o  t h e i r  v e h i c l e  t o  p r o t e c t  the  l i e n h o l d e r ,  and d i d  n o t  i n c l u d e  
l i a b i l i t y  c o v e r a g e  r e q u i r e d  u n d e r  t h e  m an d a to ry  i n s u r a n c e  law.  S e c t i o n  
1 o f  t h i s  b i l l  i s  t o  h e l p  a l l e v i a t e  t h a t  p r o b le m .  The d e p a r t m e n t  
s u p p o r t s  t h i s  s e c t i o n .

S e c t i o n  2 w i l l  exempt employees  who a r e  d r i v i n g  d u r i n g  th e  c o u r s e  and 
w i t h i n  t h e  s c ope  o f  t h e i r  employment  f rom th e  p r o v i s i o n s  o f  t h e  manda­
t o r y  i n s u r a n c e  l aw .  The d e p a r t m e n t  s u p p o r t s  t h i s  i n t e n t ,  however ,  
would recommend t h e  amendment be i n  S e c t i o n  AS 2 8 . 2 2 . 2 4 0 ,  and n o t  a s  
i n c l u d e d  in  t h i s  b i l l .  I t  i s  recommended t h e  amendment r ea d  a s  f o l ­
lo w s :  " ( h )  I f  t h e  d r i v e r  a t  t h e  t ime o f  t h e  a c c i d e n t  was d r i v i n g  in
t h e  c o u r s e  and w i t h i n  t h e  scope  o f  employment  a v e h i c l e  owned o r  l e a s e d  
by t h e  d r i v e r ' s  e m p l o y e r ,  t h e  s u s p e n s i o n  p r o v i s i o n s  o f  t h i s  c h a p t e r  
a p p l y  t o  t h e  e m p l o y e r ,  and do n o t  a p p l y  t o  t h e  d r i v e r . " .  S e c t i o n  2 a s
p r o p o s e d  i n  t h e  b i l l  exempts  t h e  e m p lo y e e ,  however ,  does  n o t  a u t h o r i z e
a c t i o n  a g a i n s t  t h e  e m p lo y e r .  The above recommended change  w i l l  a l l o w  
a c t i o n  a g a i n s t  t h e  u n i n s u r e d  e m p lo y e r .

The D epa r tm en t  o f  P u b l i c  S a f e t y  would s u p p o r t  t h i s  b i l l  i f  the  mandato ­
r y  i n s u r a n c e  p rogram  i s  a d e q u a t e l y  fu n d e d ,  b u t  no t  a t  t h e  e xpense  o f  
o u r  o t h e r  p r o g r a m s .  Due to  FY87 and FY88 budge t  c u t s ,  i t  i s  t h e  
c u r r e n t  p l a n s  o f  t h e  d e p a r t m e n t  t o  d i s c o n t i n u e  a d m i n i s t r a t i o n  o f  t h e  
p rogram  e f f e c t i v e  J u l y  1, 1987.  The r e a s o n  d i s c o n t i n u i n g  t h i s  program 
was c h o s e n  o v e r  o t h e r  p rogram s  w i t h i n  t h e  D r i v e r  S e r v i c e s  Component o f  
t h e  DMV bud g e t  i s  i t  would have l e s s  im pac t  on highway s a f e t y  th a n  
d i s c o n t i n u i n g  o t h e r  p ro g ra m s .

WILLIAM R. NIX 
A c t in g  Commiss ione r
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n o t e  r e f l e c t s  what  t h e  c o s t  would be i f  t h e  d e p a r t m e n t  were t o  c o n t i n u e  to  
a d m i n i s t e r  t h e  program u n t i l  t h e  law i s  r e p e a l e d  1 - 1 - 9 2 ,  a s  amended in t h i s
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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
For Bill/Resolution No. SB l-7

PERSONAL SERVICES

DMV o r i g i n a l l y  r e c e i v e d  9 p o s i t i o n s  t o  a d m i n i s t e r  t h e  manda tory  
i n s u r a n c e  law.  Due to  a lower  than  e x p e c t e d  number o f  r e q u e s t s  
f o r  a d m i n i s t r a t i v e  h e a r i n g s ,  and a d rop  i n  the  number of  DWI 
a d m i n i s t r a t i v e  r e v o c a t i o n  h e a r i n g s ,  two p o s i t i o n s  (PCN 12-5224 
and PCN 12-5227) which were v a c a t e d  i n  1986,  a r e  no l o n g e r  
r e q u i r e d ,  t h u s  n o t  i n c l u d e d  i n  t h i s  f i s c a l  n o t e .  The seven  
c u r r e n t  p o s i t i o n s  f o r  which f u n d in g  i s  b e i n g  r e q u e s t e d  to  c o n ­
t i n u e  to  a d m i n i s t e r  t h e  m anda tory i n s u r a n c e  law a r e  a s  f o l l o w s :

1 Records  & L i c e n s i n g  S u p e r v i s o r  
J u n e a u ,  16L 

1 C l e r k  IV,  J u r e a u ,  9D 
1 Doc. P r o c .  Clk  I I I ,  J u n e a u ,  10B 
1 C lk  Typ I I I ,  J u n e a u ,  8C 
3 Doc. P r o c .  Clk I I ,  J u n e a u ,  8B

CONTRACTUAL

P o s t a g e
T e le p h o n e  t o l l s
M a in te nanc e  o f  o f f i c e  mach ines
P r i n t i n g  o f  forms

SUPPLIES

O f f i c e  and  m i c r o f i l m  s u p p l i e s

TOTAL 260 .4

55.4
3 0 .5  
31 .4  
29 .3
84 .6  

231 .2 231. :

20.0
.3

2.0
2.4

25 .2 25.

4 .0 4 . 0

A 3% i n f l a t i o n  f a c t o r  was used  f o r  FY89 and s u b s e q u e n t  y e a r s .



Alaska State Legislature
Senate

Official Business Pouch V 
State Cap iio l 

Juneau, A laska 99811

March 4, 1987

W i l l i a m  R. Nix 
Acting Commissione r 
D epartment of Public Safety 
State of Alaska 
P.O. Box N
Juneau, Alaska 99811 

Dear C o m m i s s i o n e r  Nix:

I read the D e p a r t m e n t’s position p a p e r  on my bill, SB 
127, and note your r e c o m m e n d a t i o n  to change the date in 
Sections 3 and 4 to July 1, 1987, and the statement of
support for the bill "if the r e c o m m e n d e d  amen dm e n t s  are 
m a d e " .

Of course, the very p u rpose of SB 127 includes, at 
least by implication, a d e sire that  the m a n d a t o r y  insurance 
lav/ be a d m inis tered on a continuous basis after July 1, 
1987. Assuming that intent, I w o u l d  a p p r e c i a t e  h aving the 
Departme nt review its p o s i t i o n  paper and its fiscal note. 
The report of the Department, as I rea d it, says that the 
m a n d atory  insurance p r o g r a m  has done a lot of good in 
reducing the number of u n i n s u r e d  d r iv ers on Alaska roads by 
a factor of about 50%, but that the p r o g r a m  has been 
difficult or costly to administer. I think what I a m  asking 
for is a fuller statement of the trade-offs so that the 
legislature can weig h the pros and cons of SB 127 and 
continue administrati on o f  the m a n d a t o r y  insurance law.

Your comments and s ug gestions w o u l d  be m o s t  welcomed. 
I could not in good conscience, k n o w i n g  how the p r o g r a m  has 
worked to reduce the number of u n i n s u r e d  motorists, 
incorporate the suggested amendment to the bill. It is 
rather my intention to press for passage of a bill whic h 
would direct the D e p a r t m e n t  to continue admini s t r a t i o n  of 
the program. I w o u l d  need to know, though, w h a t  amount of 
money that would cost for FY'88 if a d m i n i s t r a t i o n  is 
continued.

Sincerely

tioe Pf J o s e phso n 
State Senator

J P J :rak



TITLE. An Act  r e l a t i n g  to  m o to r  CONTACT: g i l l  Brown
v e h i c l e  i n s u r a n c e  465-4335

BILL NOi SB 127 DATE: February 19, 1987
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S e c t i o n s  1 and 2 o f  t h i s  b i l l  amend a r e a s  o f  t h e  m anda to ry  i n s u r a n c e  
law t h a t  DMV ha s  e x p e r i e n c e d  p rob lem s  w i t h  i n  a d m i n i s t e r i n g  t h e  l aw .

S e v e r a l  d r i v e r s  have  p u r c h a s e d  i n s u r a n c e ,  g e n e r a l l y  upon p u r c h a s i n g  a 
new v e h i c l e ,  and a f t e r  an  a c c i d e n t  a r e  i n f o r m e d  th e  p o l i c y  o n l y  c o v e r e d  
damage t o  t h e i r  v e h i c l e  t o  p r o t e c t  t h e  l i e n h o l d e r ,  and d i d  n o t  i n c l u d e  
l i a b i l i t y  c o v e ra g e  r e q u i r e d  u n d e r  t h e  m a n d a to ry  i n s u r a n c e  law.  S e c t i o n  
1 o f  t h i s  b i l l  i s  to  h e l p  a l l e v i a t e  t h a t  p r o b le m .  The d e p a r t m e n t  
s u p p o r t s  S e c t i o n  1 ( a ) ,  how ever ,  does  n o t  f e e l  S e c t i o n  1(b)  i s  n e c e s ­
s a r y .

S e c t i o n  2 w i l l  exempt  em ployees  who a r e  d r i v i n g  d u r i n g  t h e  c o u r s e  and 
w i t h i n  t h e  scope  o f  t h e i r  employment  f rom t h e  p r o v i s i o n s  o f  t h e
m a n d a to ry  i n s u r a n c e  law. The d e p a r t m e n t  s u p p o r t s  t h i s  i n t e n t ,  however ,  
would recommend t h e  amendment be i n  S e c t i o n  AS 2 8 . 2 2 . 2 4 0 ,  and n o t  as  
i n c l u d e d  i n  t h i s  b i l l .  I t  i s  recommended t h e  amendment r e a d  a s
f o l l o w s :  " ( h )  I f  t h e  d r i v e r  a t  t h e  t ime  o f  t h e  a c c i d e n t  was d r i v i n g  i n
t h e  c o u r s e  and  w i t h i n  t h e  s c ope  o f  employment a  v e h i c l e  owned o r  l e a s e d  
by th e  d r i v e r ' s  e m p l o y e r ,  t h e  s u s p e n s i o n  p r o v i s i o n s  o f  t h i s  c h a p t e r  
a p p l y  t o  t h e  e m p lo y e r ,  and  do n o t  a p p l y  t o  t h e  d r i v e r . " .  S e c t i o n  2 a s  
p r o p o s e d  i n  t h e  b i l l  exempts  t h e  employee ,  how ever ,  does  n o t  a u t h o r i z e  
a c t i o n  a g a i n s t  the  e m p loye r .  The above  recommended change w i l l  a l l o w  
a c t i o n  a g a i n s t  the  u n i n s u r e d  e m p lo y e r .

The D epa r tm en t  o f  P u b l i c  S a f e t y  would s u p p o r t  t h i s  b i l l  i f  t h e  d e p a r t ­
ment  was g o in g  to  c o n t i n u e  t o  a d m i n i s t e r  the  m a n d a to ry  i n s u r a n c e  l aw .  
However , due t o  FY87 and FY88 bud g e t  c u t s ,  i t  i s  t h e  c u r r e n t  p l a n s  of  
t h e  d e p a r t m e n t  to  d i s c o n t i n u e  a d m i n i s t r a t i o n  o f  t h e  program e f f e c t i v e  
J u l y  1, 1987. T h e r e f o r e ,  the  d e p a r t m e n t  recommends t h e  d a t e  i n  S e c t i o n  
3 and S e c t i o n  4 o f  t h i s  b i l l  be changed  to  J u l y  1, 19b7. The r e a s o n
d i s c o n t i n u i n g  t h i s  program was chosen  o v e r  o t h e r  p ro g ra m s  w i t h i n  t h e
D r i v e r  S e r v i c e s  Component o f  t h e  DMV b u d g e t  i s  i t  would have  l e s s  
im pac t  on highway s a f e t y  th a n  d i s c o n t i n u i n g  o t h e r  p r o g ra m s .

The d e p a r t m e n t  s u p p o r t s  t h i s  b i l l  i f  t h e  recommended amendments a r e  
made.

WILLIAM R. NIX 
A c t i n g  Commiss ioner

F E B  6 51987
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NAKNEK ELECTRIC A SSO C IA TIO N , IN C
P O S T  O F F I C E  B O X  1 1 8  •  N A K N E K ,  A L A S K A  9 9 6 3 3  •  P H O N E  (9 0 7 )  2 4 6 - 4 2 6 1

Novembe r 1. 1985

Rep. A d e lhei d Herrmann 
P.O. Box 63 
Naknek, AK 99633

Sen. Fred Zharoff 
P.O. Box 405 
Kodiak, AK 99615

RE: STA TUATE C O M P L I A N C E  T O  F I N A N C I A L  RESPONSIB ILITY

Your Honors Herrm ann & 2haroff:

This past and p r e vious year e x t r e m e  p r o blem  has arisen with 
this Association, Nakne k E l e ctric Associa tion, (N.E.A.) and 
our n e ighboring cooperative, N u s h a g a k  E l e ctr ic Cooperative, 
(N.E.C.) and the Alaska D e p a r t m e n t  of Environm ental C o n­
servation. (D.E.C.)

Complian ce s atisf a c t i o n  w i t h  the D e p a r t m e n t  to Section 1 as 
46.04.040 (e) "Financial R e s p o nsibility" as formed in the law 
provides a very c o n s t r a i n i n g  e l e m e n t  for a small rural utility 
to provide $1,000,000 in financial responsibility, or bonding, 
or assurity.

We are put into this situ ation due to our geographic and e c o n­
omic location. With the r e q u i r e m e n t s  of p r o v i d i n g  economic 
and reliable electric service to our given service areas, we 
must have fuel; our fuel r e q u i r e m e n t  c o nsti tutes near 50% of 
our production costs.

In an effort to reduce our costs large v o lume s t o r a g e  vessels 
have been c o n s t r u c t e d  by our respec t i v e  utilities to facilitate 
bulk fuel procu r e m e n t  by joint bidding. One time a y e a r  we 
have delivery in our ice bound ports p r o v i d i n g  a year round 
supply along with reducing the e x p o s u r e  of h a n d l i n g  fuel 
several times a year outsid e of our property.

The net result has brought down fuel costs per gallon to .8714 
for this years fuel. This saving redu ced the d e l i v e r e d  k i l o­
watt hour by . 02*j<? for each d e l i v e r e d  k i l o w a t t  hour to the 
consumer. Likewi se the first 750 k i l o w a t t  hours cap for 
Power Cost E q u a l i z a t i o n  (PCE) has r e a lized the same reduction 
of .02*sC, saving the PCE fund $168,885 for the two cooperatives. 
This saving is for the State of A las ka by prud ent action of 
the cooperatives.
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N o w  then, the D.E.C. comes forth w i t h  unbe nding rules, r e g­
ulations, and law forcing e x p enditure s for p r e mium of u n­
obtainab le insurance and or s urity bonding, irrevocable line 
of credit or proof of financial responsibility; of course, 
the last being the most desirable but h e r e t o  unobtainable.
If we do not have one of the prev ious required surities we 
are outside of the law and s u bject to severe penalty as well 
as being unable to ob tain the n e c e s s a r y  permit to off load

This year, after spending nearly 10 months searching the 
insurance market, (even from firms s u g g ested by D . E . C . , 
which incidentally flatly denied o r  did not respond to our 
broker) we were able to p r o v i d e  D.E.C. with unconventional 
one time surity for this years fuel off loading at our 
facilities. We have been put on n otice that the same 
coverage will not be available next year. We, too, a n­
ticipate conventional u n d e r w r i t i n g  will not be available 
n or will we be able to prove to s a t i s f a c t i o n  our financial 
r e s p onsibility to the u n b e n d i n g  D.E.C.

The law as w r i t t e n  seems to be d i r e c t e d  to non-permanent 
princi pals in the business of transp o r t i n g  fuel rather than 
p e r m a n e n t  facilities such as ours. (N.E.A. and N.E.C.)
These two cooperatives have J.aken due and concerned steps to 
build the best fuel and servic e systems we could with 
total attention to safety and integrity.

We and all utilities have ever y inten t i o n  of continued 
existence with address to our responsibilities. What we 
are saying is, if we have a spill, we most ce rtainly will 
clean it up withou t the c onst r a i n t s  of the law imposing 
financial burden upon us, and more im portant yet, all of 
our consumers are members of the community, and our m e m bers 
derive their livelihood from the sensitive fishery e n v i r o n­
men t  and will see to it that w e  c lean up any spill which may 
occur.

With all this discourse, hopefully, the stage is set to 
request  your legislative efforts to ame nd Section 1 & 2 
of AS. 46.04.040 (e) to read as attached.

If you have questions with our request for legislation, 
please feel free to contact us.

Sincerely,

fuel.

CEF/sp

cc: Dave Hutchens, Executive Director, A.R.E.C.A.
Roger Kemppel, N.E.A. & N . E . C . , counsel 
KEMPPEL, HUFFMAN, & G IN DER
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January 28, 1987

Senator Fred Zharoff
Representative Adel held Herrmann

Thank you for giving us the opportunity to share some thoughts with
you this date. Unfortunately I have a prior commitment and so will
not bo a b l o  to communicato with you in person bu t h o p e f u l l y  this

short note will be better than nothing.

There are two major issues that are of concern to Nushagak Electric
as well as to most of the rest of the rural utilities to some degree.

1. As you are well aware, the PCE program has been of tremendous 
benefit to the rural areas for tfteCTast five years or so. It has 
alleviated nearly 20 million dollars of annual energy costs to 
rural consumers. There is no doubt that it has had a large 
beneficial impact.

I s u s p e c t  ho we ver that *ika all o t he r good things it m u st be

reduced 1n order to accommodate the impact of reduced oil reve­
nues accruing to the State. My first reaction was to simply 
reduce the coverage across th '^oard I.E., reduce the amount of 
KWH subsidized to all present ’pients. After some thought 
however, I believe it would be *.tr to limit the PCE program 
to residential consumers only w ;wo exceptions: community 
water and community sewer faci 11,. .. These services are vital
and essential to every community i , they do need power to oper­

ate effectively.

In closing I do believe that all P'E recipients should utilize
the same cap on KWH covered. This would eliminate the potential

for tying a community facility that is not essential to the 
electric service for water or sewer facility. Some communities 

are supporting pool halls, ski tows, laundromats, etc. and while 
these activities may be classified as worthwhile, they would 
hardly be classified as essential.

2. The second issue involves the financial responsibility Insurance 
required for "terminal operators" as outlined in AS 46.04.040.
This statuteadversely Impacts Naknek Electric, Nushagak E1octric, 
the City of Nome and Kotzebue Electric because it requires tnaw 
"terminal operators" I.E., those entities having oyer 10,000 
barrels of fuel storage to purchase financial responsibility

- Page 1 of 2 -
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Senator Fred Zharoff 

Representative Adel held Herrmann January 28, 1987

Insurance for the trans-shipment of fuel oil across the dock to the 
tank farm.

For Naknek Electric and Nushagak Electric, this process takes about 

36 hours each and in 1986 we each had to buy insurance costing $10,400 
to comply with the statute. This cost each one of Nushagak Electric 
consumers about $10.00 each.

This issue was raised 1n HB 628 which was sponsored by Herrmann and 
Adams last year. Unfortunately it did not go anywhere. However the 
problem i: still with us. It seems to me that the statute was orig­
inally intended for oil terminals and shippers who may have been 
characterized as being of a more temporary nature. We, the utilities, 
are not temporary;— We are a permanent part uf tim coiwiarrlly and pro­
viding a necessary community service. In doing this, we have complied 
with all Federal and State regulations relevant to fuel handling.

The U.S. Coast Guard oversees our fuel loading process. With all of 
the precautions taken, I find it difficult to reason why the State 
Statutes should require these rural communities to provide evidence 
of financial responsibility whan they are least capable of doing so 
and when the U.S. Government does not require it.

Thank you again for your time and consideration of our concerns. I 
know I speak for all of the NEC Board of Directors and Membership of 

the Co-operative when I wish you a productive session this year 1n 
Juneau.

Yours very truly

DAVID F. B0UKER 
Manager

- Page 2 of 2 -



n a k n u k a H(:nu<: a $$<x :ia n o n , iv<
p o s t  O F P i C E  s o x  ; r£  • A L * : r . £  • r . :- j v =  r s - - / ; r - ' f  - r s :

" L e r  1C, !' H 6

‘ i  e r  r e d  7 h r  o
1 '• j: - 03 

• r i s k .

.  • c r  i e r c i o r  a r  o ; :  :

* n r  I c  s  e d p 1; a s  e f i  r* d c o p i e s  o f  t  w c* c r e e k s  f  a v o r  i  n e C o i r o  o n & 
-■'lack o u r  i n s u r a n c e  b r o k e r s . ,  f o r  O i l  S p i l l  I n s u r a n c e  r e c u i r e d  by 
b . L . C .  r e g u l a t i o n s .  T h e  p r e r : u ; r .  o f  5 7 0 . 0 0 0 . 0 0  w i l l  u l t i - . a t e i y  
e r e  up : n t h e  a a n d s  o I  i .or. - he s t  r a ’ e d S u r p l u s  I n s u r e r s  o f  
I l l i n o i s ,  » 1 : 1 e t h e  r e t a i n i n g  : i  > 0 . 0 0  i s  a n  i r. v t  s t : . t i  v e f  c t  f  o : 
t e  A 1 a s k a r* r u r  a n e e  C 1 1  *: i r s i c n  .

I - r i t e  w i t h  a t w o  f o l c  p u r  p o s e  - c. ; i» ,  t o  p o i n t  t h e  t c c  r i c i t i c s  
. a c t  t o  t h e  c o n s u m e r .  S a c h  c c ' - u . c e r  o f  N a k n e k  e l e c t r i c  

s o c  : a t  i on  w i l l  b e  ; a y  , n g 5 1. S 2 a c-n_t h l o r  t h i s  • . r. o d e a  
c o v e r a g e  p l a c e d  u p o n  u s  by a r c  n :  a t i  o r  r. o t  c-vc-n i n  t e n  d e c  f o r• cJ •t, c e  r  t  a i r. i : c* ft. c. u e y c o u l d  be- e d  f o r  f o o d  or. t. r*e I . : ! ' : t  r a t  c- r
. r. a n t h i s i r. ~ o r n e t  c o v e r a g e .  S e r e n d 1 y ,  D . F . C . r '* *G u . r e s t h e

v . - r a g e . b I) t o  r. 1 V t w o c '• ; a n : e s . r  t h e  I' n i t e d S L O i e s w i 1 1 .  r i  t c-
t n e c o v e r ;■ g e * h i 1 e n c-. t h e r  r. r e : ~ 1 e c  i  r. " C e s t rr a l i  r. g s " . » e .:: e
nr. t  C t ' l  ' ,11 n ; h c y w o u l d • n o r  a ■- a •• c. i f  - e h a d a r I a i  ir..

C n e e  . : g a i n  we  r e q u e s t  y o u r  l o c i  ? 1 a t , v o  a s s i s t a n c e  t o  r i d  
o u r s e l v e s  o f  t h i s  i n s u r a n c e  c o n s t r a i n t  i n  t h e  c o n d u c t  o f  

s i r . e r s  i i i d  v n u r  c o n s t i t u e n t s *
■tj r

■ k . OU

/ I

/ S  t .  > •  '  <.
■uic Fr -rke

7 r....a 1

.* nr 1 • • 1.1 e
c c  . E» p r i - n t a t  ‘ v o  !!<• f ( - a rm



uiCiP-C  ASSOCIATION, INC. • AO. BOX l id  • NAKNEK, ALASKA 115033 0 0 1  O b / 3

COi<ROO.\ L BijACix 1 5 2 .  I $ 'lOw.OU

fipill Insurance

¥ ’ ; l-.:ct ,i ic a ^ C u h y io n , in c .
rcsrc'f/ct IVM lt| • r**c*f J.H . I

Fir,£t tiiTuifihVii 
BAN.'. O r  ALASKA nr. ;m : i; 

AFiCMOnAGC. Al AOKA k’.jl?
_
1202

GGiuG/ 3

i

: f i

r

P/.Y x* xr'OUP liUNDiUSD DOLLARS AND N O / x O O ---------------------------------------------------------

i«i itit;
• ”■• ..ii'li 
C).r

V__________

v l a • 6 ojjMci\ / . i>i. •
•'.220 "a" fit root: 
A u c i . o r a c j c , A K  9 'j o O j By:— ,

_. -/
~>-k/  *

/ ^ ^ 0 9 - 0 5 - a G

.r!J-aw_____

<100.00

.c

r

i.su  tuiL? 3'p •: i l>s a o o 3 & n :  s 7 o o a  g cu i >'

\



NA. s.uK GlOC7i\’ iC ASGOCiAiiON, u \C . • AO. BOX 110 • NAKNEK. ALASKA 9'j 633 0 0 1 0 6 7 ^

>Jui<i\Ou!J ci B L n C K f j. M C .

S p i l l  I n s u r a n c e

1 5 2 . 1 $ 1 0 , 0 0 0 . 0 0

til
C j

i '

l\.v.*\i\*.V. b:.tTC I miC /^S J ’ lOlN, II .s.. 
roiTo/iill ici in • **«*/*. <uuutttJ) . rno*i <:n

ViiOwSAMi) DOAi.AHb AMD M O / 100-

l*i..... i h i C h ' j i AT.;
O r  AIA'JKA 

po iuh ?ai2 
AHCIIOI1AGE. ALASI.A 61510

l/.**.V»
”1202

0 0 1 0 3 7 2

I i

1 "\Ul M
OF

CO.;,'.u</.. i> Mi’iACK/ j M C .

<i 2 2 0  " i V  . S L r & c t  
A n c i i O i t U j c i AK 91)503

0 9 - 0 3 - U 6  I
C '' .  ^ .

By:

1 0 / G u u . oo!
'■/ /■.̂.s

w

•••OLDE.V a«* •: i l,li  aao -jn ii: l v d q i i  g ri l»<*

r-

o
i

l: t
C'



ALASKA RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, INC.

237 E. FIREWEED LANE • SUITE 301 
ANCHORAGE, ALASKA 99503 • (907) 276-3235

J a n u a r y  1 5 ,  1 9 8 6

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 3 1 1

D e a r  R e p r e s e n t a t i v e  H e r r m a n n :

L a s t  N o v e m b e r ,  C l a u d e  F r a n k e  a n d  D a v e  S o u k e r  w r o t e  y a u  a b o u t  a 
p r o b l e m  t l e y  w e r e  h a v i n g  —  a n d  e x p e c t i n g  t o  g e t  w o r s e  —  c a u s e d  
b y  a s t a t u t o r y  r e q u i r e m e n t  t h a t  t h e y  b u y  s t r i c t  l i a b i l i t y  
i n s u r a n c e  f o r  o i l  s p i l l s .  B o t h  NEC a n d  NEA h a v e  i n c r e a s e d  t h e i r  
f u e l  s t o r a g e  c a p a c i t y  i n  r e c e n t  y e a r s  i n  o r d e r  t o  b u y  
c o m p e t i t i v e l y  p r i c e d  o i l  a n d  s t o r e  i t  t h e m s e l v e s .  I t  w a s  
i n c r e a s i n g  t h e i r  t a n k  c a p a c i t y  a b o v e  1 0 , 0 0 0  b a r r e l s  t h a t  m a k e s  
t h i s  s t a t u t e  a p p l y  t o  t h e m .

F o r  1 9 3 5  we w e n t  t h r o u g h  g r e a t  d i f f i c u l t y  t o  f i n d  a  w a y  t o  h e l p  
t h e s e  t wo  s m a l l  c o o p s  c o m p l y  w i t h  t h e  l a w .  T h e i r  r e g u l a r  p o l i c y  
f o r  g e n e r a l  l i a b i l i t y  i n s u r a n c e  i s s u e d  Dy t h e  ARECA I n s u r a n c e  
E x c h a n g e  p r o v i d e d  $ 5 0 0 , 0 0 0  o f  o i l  s p i l l  i n s u r a n c e .  T h e r e  w a s  no  
o t h e r  o i l  s p i l l  l i a b i l i t y  i n s u r a n c e  a v a i l a b l e  f o r  t h e m  t c  b u y  a t  
a n y  p r i c e .

To g e t  t h e  a d d i t i o n a l  $ 5 0 0 , 0 0 0  i n  c o v e r a g e  f o r  t h e m ,  w h a t  we h a d  
t o  d o  w a s  t o  g e t  t h e m  t o  i n d e m n i f y  t h e  E x c h a n g e  a n d  p o s t  a n  
i r r e v o c a b l e  l e t t e r  o f  c r e d i t  p a y a b l e  t o  t h e  E x c h a n g e  t o  c o v e r  
c o s t s  o f  o i l  s p i l l s  b e t w e e n  $ 5 0 0 , 0 0 0  a n d  $1 m i l l i o n ,  a n d  t h e

t h e  e x p e n s e s  i n c u r r e d  by t n e  L ' x c n a n g u  f o r  s e t t i n g  i t  u p .  v;uc:*, 
r i m p o r t a n t l y ,  t a i s  a p p r o a c h  t i e d  u p  a m n * ' r  p ^ r t  ' i  t ; ; e : r  

c r e d i t  c a p a c i t y  w n i c n  t h e n  c o u l d  n o t  be u s o u  i r r n o r m a l  e a s i n e s s
r e  J  a : r  e.uen t  s  .

- o r  I r d u ,  e v e n  t .ne ARECA I n s u r a n c e  J x c n a n g e  a mpi  o t  e l  /  a 
t o  p r o / i d e  o i l  s p i l l  i n s u r a n c e  b e c a u s e  i t  i s  n * t  p - s s i s l e  i  
t** b u y  r e i n s u r a n c e  c o v e r i n g  o i l  s p i l l s .  T r . i s  m e a n s  
w a y  f o r  NEC a n d  NEA t o  c o m p l y  w i t h  t o e  i a w  i s  y  t b  
c u m b e r s o m e  a n d  e x p e n s i v e  p r o c e s s  o f  r e t a i n i n g  : h

» »• •«. • a . • •• •
» X U 3 T l t  T r

d e m o c r  ac y i n  a c t  i o n



entire risk of _the__$l million policy limit, and., have the Exchange., 
issue the $1 million policy. But this would use nearly their
entire line of credit! They  might not even be able to borrow the
money to buy the fuel which they would have sole responsibility
to clean up if they spilled some of it.

This is an. absurd situation which requires a legislative solution 
this session. Claude and Dave sent you a draft providing an easy 
way of resolving the problem. Our idea is that a c ertificate  of 
public c onven ience and nece ssity for a utility should be proof in
itself of financial responsibility. A utility isn't going
anywhere. If a spill occurs, they will still be there and have 
the financial ability to pay for the clean up.

After consulting with the a t t orney who drafted it, I have 
slightly reorganized the proposed s t a t utory  amendment. We hope
you will introduce a bill to resolve the problem being
experienced by NEC and NEA and push it through to passage.

Sincerely,

David Hutche ns 
Executive Director

DH/CF

cc C l a u d e  Franke, NEA 
Dave Bouker, NEC
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Oil Spill Financial R e s p o n s i b i l i t y  Requ i r e m e n t s

1. W h o  m u s t  p r o v e  f i n a n c i a l  r e s p o n s i b i l i t y  fo r p o t e n t i a l  o i l  
spills.

AS .,6.0 4.0 40 (a) - E v e r y o n e  w h o  o p e r a t e s  an o i l  t e r m i n a l  
facility.

AS 46.04.120(11) d e f i n e s  o i l  t e r m i n a l  f a c i l i t y  as a n y o n e  
who transfers, processes, refines or stores o il on or 
near water.

AS 46.04.050 e x e m p t s  f a c i l i t i e s  w i t h  l e s s  t h a n  1 0 , 0 0 0  
b a r r e l s  of stor age capacity.

2. L i a b i l i t i e s  for which f i n a n c i a l  r e s p o n s i b i l i t y  must be proved.

18 A A C  20.035 r e q u i r e s  p r o o f  of f i n a n c i a l  a b i l i t y  to 
respond to d a m a g e  for e a c h  p o l l u t i o n  incident c o v e r e d  
b y  A S  46.04.040(i)

AS 46.04.040(i) s imply r e f e r s  to the following:

AS 46.03.760(e) - L i a b i l i t y  to the s t a t e  for f u l l  
amount of d i r e c t  and indirect c l e a n u p  costs.

AS 46.03.822 - S t r i c t  l i a b i l i t y  ( w i t h o u t  r e g a r d  to 
f a u l t )  f o r  d a m a g e s  to p e r s o n s  o r  p r o p e r t y  
(public or p r i v a t e )  r e s u l t i n g  from an oil s p i l l  
u n l e s s  the o p e r a t o r  can p r o v e  the s p i l l  r e s u l t e d  
from an act of war, i ntentional  or n e g l i g e n t  act 
of a n  u n r e l a t e d  t h i r d  p a r t y ,  n e g l i g e n c e  b y  t h e  
U.S. G o v e r n m e n t  or State of Alaska, or an A c t  of 
God.

AS 46.03 •758 - L i a b i l i t y  to the s t a t e  for p e n a l t i e s  
of:

$10.00 p e r  g a l l o n  of o i l  in fresh water;

$2.50 per g a l l o n  of oil in an estuary;

$ 1 . 0 0  p e r  g a l l o n  o f  o i l  in u n c o n f i n e d  
saltwater.

P e n a l t i e s  c a n  b e  m u l t i p l i e d  b y  5 a s
p u n i t i v e  damages.

AS 46.03.760(a) - L i a b i l i t y  to the s t a t e  for c i v i l  
p e n a l t i e s  o f  $ 5 0 0  to $ 1 0 0 , 0 0 0  for a v i o l a t i o n  
and $ 5 , 0 0 0  p e r  d a y  for e a c h  d a y  the v i o l a t i o n  
continues.



Amount of f i n a ncial r e s p o nsibility which m u s t  be proved.

AS 4 6 . 0 4 . 0 4 0 ( a )  r e q u i r e s  $ 1 0  p e r  b a r r e l  o f  s t o r a g e
ca p a c i t y  or $1 m i l l i o n ,  w h i c h e v e r  is greater.

H o w  an o p e r a t o r  can prove financial r e s p o n s i b i l i t y .

18 A A C  2 0 . 0 4 5  - P o s s e s s i o n  o f  , F e d e r a l  M a r i t i m e
C o m m i s s i o n  certificate. Not a p p l i c a b l e  to utiliti es.

18 A A C  2 0.055 - S e l f - i n s u r a n c e .  T o  q u a l i f y ,  a n  o p e r a t o r  
m u s t  m a i n t a i n  "working c a p i t a l  and net  worth" in the 
a m o u n t  required  in AS 46.04.040(a)-(c) —  ($1 million). 
In t h e  S t a t u t e ,  AS 46.04.040(a), t h e  t e r m  " w o r k i n g  
c a p i t a l  a n d  n e t  w o r t h "  a r e  n o t  u s e d .  T h e  S t a t u t e  
s peaks of "ability to respond."

18 A A C  2 0 . 0 6 5  - I n s u r a n c e .  U n d e r w r i t e r  m u s t  b e  an 
a d m i t t e d  c a r r i e r  or a p p r o v e d  b y  t h e  D i v i s i o n  of 
I n s u r a n c e .  T h e  p o l i c y  m u s t  b e  w r i t t e n  o n  a n  
o c c u r r e n c e  p o l i c y  form.

18 A A C  2 0 . 0 7 5  - S u r e t y  B o n d .  T h e  s u r e t y  m u s t  be
r e g i s t e r e d  to d o  b u s i n e s s  in A l a s k a ,  p o s s e s s  a 
c u r r e n t  U.S. c e r t i f i c a t e  a n d  h a v e  s u f f i c i e n t  
u n d e r w r i t i n g  capacity.

18 AAC 20.085 - Guaranty. This p e r m i t s  some o t h e r  e ntity 
to q u a l i f y  as a s e l f - i n s u r e r  a n d  t h e n  g u a r a n t e e  the 
operator's f i n a nc ial re sponsibilit y.

Criminal p e n a l t i e s  for violations.

AS 46.03.790

(a) V i o l a t i o n  is a Class B m i s d e m e a n o r .

(b) W i l f u l l  vi olation is a C l a s s  A  m i s d e m e a n o r .

(c) Each day of viola t i o n  is a s e p a r a t e  violation.



CORROON & BLACK, INC.

February 6, 1986

4220 "B" Street 
Anchorage, Alaska 99503 

907-562-2266 Telex: 25-109

David Hutchens 
Chairman
A R E C A  Insurance Exchange
237 East Fireweed Lane, Suite 301
Anchorage, AK 99503

RE: Pollution Liability

Dear Dave,

Pursuant to your request for current information on the a v a i l­
ability of Pollution Liability c o v e rage for Alaska risks r e­
quired to p r ovide  proof of financial respon s i b i l i t y  for oil 
pollution for "Fuel Storage Facilities", in compliance with 
Alaska Statute Sec. 46.04.040(e) and 18AAC 20.065, here are my 
findings after contacting various carriers and brokers, in­
cluding those insurance underwriters and brokers who have c u r­
rent active policies.

(1) Lloyds of London & various companies - This market 
does not offer on-shore P o l l ution coverage and 
has not done so since 1983.

(2) Employers Mutual C a s u a l t y  Co. - This market does not 
write monoline Pollution L i a b ility coverage.
They are a member of the Poll ution Liability I n s u r­
ance Association (PLIA) and o n l y  offer Pollution 
L i a b ility coverage in c o n j u n c t i o n  w i t h  other lines 
of coverage (Property, G e n e r a l  Liability, and B u s i­
ness A u t o . ) Further inform a t i o n  revealed that they 
do not write this coverage in Alaska although they 
are an admitted carrier in the state of Alaska.

(3) National Union Fire Insurance Company of Pittsburgh, 
Pa. - This is the only insurance carrier that I
was able to confirm is still affo rding monoline 
Pollution Liability coverage for on-shore storage 
facilities. Their form does not comply with Alaska 
Statute unless endorsed to provide  Defense Costs for 
plaintiff's attorneys as a s u ppleme ntal limit. Basic 
form includes Defense Costs within the Aggregate 
Limits of Liability. Further, their form does not

Insurance Surety Bonds Consultants
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comply w i t h  Alaska Statute unless amended to remove 
the exclusions p e r t a i n i n g  to resultant Prop erty 
Damage to: (a) P r o p e r t y  owned or occupied or r e nte d 
to the Insured, (b) Property  used by Insured, or
(c) Property in the Care Custody or Control of the 
Insured or as to w h i c h  the Insured is for any p u r­
pose exercising p h y s i c a l  control.

It is e x t r emely u n l i k e l y  that this carrier wo uld 
remove these s t a n d a r d  exclusions pertaining to damage 
occurring to and on the I n s u r e d’s premises, including 
the cost of clean-up.

(4) Midlands Insurance Company, Inc. - This p a r t i c u l a r  
insuror has an A. M. Best's "Omitted" rating. The 
financial s e c u r i t y  of this market is questionable. In 
contacting this carrier, I was advised that they are 
no longer a Po llution L i a b i l i t y  coverage market.

In summary, 97% of the c a p a c i t y  pre vio u s l y  available has 
disapp e a r e d  during the last 12 months. The premiums for P o l l u­
tion Liab i l i t y  coverage have sky rocketed up to 1000%. There is 
only one available monoline Pollution Liability market w r iting 
in Alaska. This carrier is Natio nal Union Fire Insurance 
C o mpany of Pittsburgh, Pa. w i t h  an A. M. Best rating of A+ XV. 
They have recently announced that as of December 1985 they do 
not want to write risks that are pri ma r i l y  tank oriented. 
Therefore, availabi lity is questi o n a b l e  since their recent 
announcement. If even available, the terms offerred are subject 
to $250,000 minimum deductible at a cost indication of between 
$40,000 - $250,000. Limits available, if offerred, are up to 
$ 1 0 , 0 0 0 , 0 0 0 .

Further ch ecking found that there is a Pollution Liabi l i t y  
Insurance Association, r e f e r r e d  to as PLIA, with a p p r o x i m a t e l y  
18 m emb er insurors, including but not limited to, Employers 
Mutual C a s u a l t y  Company, Chubb Insurance Group, U. S. Fire, C r u m  
& Forestor, Ranger, Century, and Industrial Indemnity. U n f o r­
tunately, a lot of these insurors do not write in A l aska and all 
m e m b e r  companies require the s uppor t i n g  lines of coverage 
(Property, General Liability, and Business Auto) be w r itten w i t h  
them to consider e n t ertaini ng Pollution placement.

We have also explored the p o s s i b i l i t y  of purchasing a S urety 
Bond or Financial Guaranty  as another means of p r o v i d i n g  proof 
of financial responsibility. Neither of these two means are 
true insurance, but rather an immediate remedy to a demand for 
payment should a loss occur. The ultimate r esponsibility for
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the loss is still born by the individual utility, since this is 
r e a l l y  a pass-thro ugh coverage v i a  the indemnity requirement of 
the Bond or Guaranty.

The p r e m i u m  for such coverage is v e r y  expensive and at times 
e qual to the Bond limit or G u a r a n t y  required, plus the cost of 
the Bond. With the d e t e r i o r a t i n g  experience on this type of 
bonding, the number of carriers w i l l i n g  to write are limited, 
and those who write the coverage are very expensive.

I hope that m y  findings will be helpful to you in presenting the 
P o l l ution  Lia bility coverage options available, or the lack 
thereof, for your member utilities.

Sincerely,

/'joe Piccione, CPCU 
. ^ M a r k e t i n g  Manager

J P : sd

Attach ment

cc: W a y n e  Brown
N ancy Jo Brown



ALASKA RU RA L ELECTRIC CO O PERATIVE  
ASSO CIATIO N, IN C .

237 E. FIREWEED LANE • SUITE 301 
ANCHORAGE, ALASKA 99503 • (907) 276-3235

F e b r u a r y  21, 1986

R e p r e s e n t a t i v e  M i k e  Davis, C h a i r m a n  
H o u s e  S p e c i a l  C o m m i t t e e  on Oil & G a s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
Juneau, A l a s k a  99811

D e a r  Mike:

As I i n d i c a t e d  in our brief c o n v e r s a t i o n  y e s t e r d a y  afternoon, 
we w o u l d  r e a l l y  l i k e  to g e t  HB 628 m o v i n g  and hope y o u  w i l l  s c h e d u l e  
i t  a t  t h e  e a r l i e s t  o p p o r t u n i t y .  T h i s  l e t t e r  is in r e s p o n s e  to a 
r e q u e s t  f r o m  J o n a t h a n  for a d d i t i o n a l  information.

E n c l o s e d  is a c o p y  of m y  l e t t e r  to R e p r e s e n t a t i v e  H e r r m a n n  
a s k i n g  t h a t  t h i s  k i n d  of l e g i s l a t i o n  b e  i n t r o d u c e d .  It g i v e s  t h e  
b a c k g r o u n d  to t h e  p r o b l e m ,  s p e c i f i c a l l y  f o r  N a k n e k  E l e c t r i c  a n d  
N u s h a g a k  E l e c t r i c .  B o t h  a r e  c o o p e r a t i v e s  a n d  m e m b e r s  of o u r  
o r g a n i z a t i o n .

A l s o  e n c l o s e d  is a c o p y  of c o r r e s p o n d e n c e  f r o m  G l e n  A d a m s ,  of 
the D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n ,  s u g g e s t i n g  some o t h e r  
p l a c e s  to l o o k  f or m e a n s  of c o m p l y i n g  w i t h  t h e  s t a t u t e .  W h e n  I 
r e c e i v e d  t h e  l e t t e r  f r o m  G l e n ,  I g a v e  a c o p y  to o u r  i n s u r a n c e  
c o n s u l t a n t  and broker, C o rr oon & Black, D a w s o n  and Company. After 
t h e y  c h e c k e d  o u t  e a c h  s u g g e s t i o n ,  J o e  P i c c i o n e  w r o t e  m e  a l e t t e r  
d e t a i l i n g  t h e i r  f i n d i n g s .  A c o p y  o f  t h i s  l e t t e r  is e n c l o s e d .  It 
i n d i c a t e s  c o n c l u s i v e l y  that in today's i n s u r a n c e  market, c o m p l i a n c e  
is s i m p l y  impossible.

J o n a t h a n  a l s o  asked w h i c h  u t i l i t i e s  h a v e  this p r o b l e m ,  w h a t  are 
their tank capacities, and how often do they f i l l  their tanks.

At present, N u s h a g a k  E l e c t r i c  and N a k n e k  E l e c t r i c  are the o n l y  
u t i l i t i e s  w h i c h  h a v e  had d e a l i n g s  w i t h  DEC on this issue. K o t z e b u e  
E l e c t r i c  a l s o  has new tank c a p a c i t y  s u f f i c i e n t  to b r i n g  them into 
the same p r o ble m, but DEC has not y e t  m a d e  an issue of it with them. 
N o m e  J o i n t  Utilities, a m u n i c i p a l  u t i l i t y ,  is n e g o t i a t i n g  to l e a s e  
t a n k  s p a c e  to u s e  in 1986. If t h e i r  n e g o t i a t i o n s  a r e  s u c c e s s f u l ,  
t h e y  w i l l  h a v e  s u f f i c i e n t  c a p a c i t y  to f a c e  the s a m e  p r o b l e m .  (I 
hope that my responding f u l l y  to Jonatha n's q u e s t i o n s  w i l l  not c a u s e  
p r o b l e m s  for K o t z e b u e  or Nome.)

D E M O C R A C Y  IN A C T IO N
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T h e  t a n k  c a p a c i t i e s  f o r  t h e s e  f o u r  u t i l i t i e s  w i l l  v a r y  f r o m  
a p p r o x i m a t e l y  20,000 to 35,000 barrels. T h e y  t y p i c a l l y  f i l l  their 
tanks o n l y  o n c e  a year. That is w h y  they n e e d  so m u c h  tank capacity 
in these i c e - b o u n d  communities.

W e  u n d e r s t a n d  that DEC has o f f e r e d  to "look the other way," but 
e v e n  a n o n - w i l l f u l  v i o l a t i o n  of t h i s  s t a t u t e  is a C l a s s  B M i s d e ­
meanor. Each d a y  of n o n - c o m p l i a n c e  is a s e p a r a t e  violation. this 
is a serious b u s i n e s s  that s i m p l y  m u s t  be r e s o l v e d  l e g i s l a t i v e l y .

T h a n k  y o u  f o r  y o u r  i n t e r e s t .  I f  y o u  h a v e  a d d i t i o n a l  
information, p l e a s e  l e t  m e  know.

Sincerely,

Dave H u t c h e n s  
E x e c u t i v e  D i r e c t o r

E n c l o s u r e s

D H : p h
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BILL SHEFFIELD, GOVERNOR

T e l e p h one:(907) ’ 

Addrrsi:

OFFICE OF THE COMMISSIONER
P . O .  BOX 0,  JUNEAU, ALASKA 99811-1800 (907) 465-2600

March 25,  1986

The Honorable Mike Davis 
Alaska S t a t e  House 
P.  0. Box V
Juneau,  AK 99811-3100 '

Dear R e p r e se n t a t i ve  Davis:

During the  l a s t  s evera l  weeks, t he  Depar tment  has t e s t i f i e d  b e f o r e  the  Oil  
and Gas Subcommittee on HB 628 and has worked wi th  your o f f i c e  and s t a f f  
from Repr e se n t a t i v e  Herrmann's o f f i c e  in  a d d r e s s ing  the  d i f f i c u l t i e s  faced 
by e l e c t r i c  coope ra t i ve s  in meet ing the  Depa r t men t ' s  o i l  p o l l u t i o n  f i n a n c i a l  
r e s p o n s i b i l i t y  r equi rement s .  He have a l s o  been working c l o se l y  wi th the 
Di v i s ion  of  Insurance and r e p r e s e n t a t i v e s  from the  ru r a l  e l e c t r i c  c o op e r a t i v e s  
in t h i s  m a t t e r .  Based upon numerous d i s c u s s i o n s  wi th l e g i s l a t i v e  s t a f f ,  t he  
Di v i s ion  of  Insurance ,  and a r e p r e s e n t a t i v e  o f  t he  e l e c t r i c  c o o p e ra t i v e s ,
I b e l i ev e  t h a t  we have i d e n t i f i e d  ways to r e s o l v e  t he se  i s s u es .

Such a r e s o l u t i o n  i s  l a r g e l y  dependent  upon the  Department  add re ss i ng  two 
i t ems:  1) amending our f in a n c i a l  r e s p o n s i b i l i t y  r e g u l a t i o n s  to ac ce p t  c la ims 
made i ns u rance  p o l i c i e s ,  and 2) c l a r i f y i n g  the  t ypes  of  damages t h a t  are  covered 
under  t he  f i n a n c i a l  r e s p o n s i b i l i t y  r eq u i r eme n t s .  This  l e t t e r  i s  int ended to 
show the  s t e p s  I am p repar ing  to take to  s a t i s f y  t hese  concerns ,  thereby e n ab l ing  
the c o o pe r a t i ve s  to meet  the Depar tment ' s  f i n a n c i a l  r e s p o n s i b i l i t y  r equi rement s  
in a c o s t  e f f e c t i v e  manner.

F i r s t ,  I am prepared to  amend the  Depa r t ment ' s  f i n a n c i a l  r e s p o n s i b i l i t y  
r e g u l a t i o n s  to  add c la ims made i ns u rance  p o l i c i e s  as an op t ion  f o r  o i l  f a c i l i t y  
o p e ra to r s  such as the  e l e c t r i c  c o o p e r a t i v e s .  He have worked c l o s e l y  wi th  the 
Di v i s ion  of  Insurance on t h i s  change and have a l r e a d y  d r a f t e d  language to  t h i s  
e f f e c t .  At the same time t h a t  we r e e v a l u a t e  our insu rance  r equ i r ement s ,  we 
wi l l  be looking a t  the o the r  op t i ons  a v a i l a b l e  f o r  demons t ra t ing  proof  of  
f i n a n c i a l  r e s p o n s i b i l i t y  to determine i f  any o t h e r  r e v i s i o n s  to the r e g u l a t i o n s  
are  neces sa ry .
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With r egard  t o  the second i s s ue  r e q ue s t i ng  c l a r i f i c a t i o n  of  the  t yp es  o f  damages 
covered under  the  f i n a n c i a l  r e s p o n s i b i l i t  y r equi rement s ,  my s t a f f  has been, in 
c o n t a c t  wi th t he  At torney  G e n e r a l ' s  o f f i c e  on t h i s  ma t t e r .  We have been assured  
t h a t  the  Depar tment ' s  f i n a n c i a l  r e s p o n s i b i l i t y  r e g u l a t i o n s  apply t o  t h e  o p e r a t o r ’ s 
l i a b i l i t y  to o t h e r s ,  i . e .  t h i r d  p a r t i e s .  There fo re ,  i nsurance  p o l i c i e s  should 
be a v a i l a b l e  f o r  t h i s  type of coverage.  There has a l so  been concern exp essed  
by the c o op e ra t i v e s  t h a t  i n su rance  i s  not  a v a i l a b l e  t o  cover  t he  c i v i l  damages 
and p e n a l i t i e s  r e f e r enced  under  t he  f i n a n c i a l  r e s p o n s i b i l i t y  s t a t u t e s .  This  
p o s i t i o n  i s  p r e d i ca t e d  on the  assumpt ion t h a t  i nsu rance  wi l l  no t  pay f o r  p e n a l i t i e s  
of  a p un i t i v e  n a t u r e .  However, t he  c i v i l  pena l ty  and damage s t a t u t e s  r e f e r ence d  
under  AS 46.04 .040 a r e  not  p u n i t i v e .  In f a c t ,  they a re  used f o r  compensatory 
and remedial  purposes  a s s o c i a t e d  wi t h  l i q u i d a t e d  damages to t he  S t a t e .  I t  i s  
my under s t and ing  t h a t  i nsu rance  i s  a v a i l a b l e  to cover  t he se  types  o f  damages.

We have made s u b s t a n t i a l  p r o g r es s  in i d e n t i f y i n g  the  i ssues  and we have worked 
to r e s o l v e  the f i n a n c i a l  r e s p o n s i b i l i t y  problem t h a t  has been b rought  b e f or e  
t he  L e g i s l a t u r e  by t he  e l e c t r i c  c o op e r a t i v e s .  I be l i eve  t h a t  the  a c t i o n  I 
have o u t l i n e d  above wi l l  so lve  the d i f f i c u l t y  in ob t a i n i n g  i n s u r a nc e .

I t  should a l so  serve to  p rovide  more f l e x i b i l i t y  in the r e g u l a t i o n s  and 
make i t  e a s i e r  for  f a c i l i t y  o pe r a t o r s  to s a t i s f y  the  Depar tment ' s  f i n a n c i a l  
r e s p o n s i - b i 1i t y  r equ i r ement s .

S i n c e r e l y ,

^ " I v
; y A

Bi l l  Ross
C o m m i  s s i o n e r

cc:  Re p r e s e n t a t i ve  Adelheid Herrmann
Repr e se n t a t i ve  John Sund 
C h r i s t i a n  Ulmann, Di v i s i on  o f  Insurance 
Dave Hutchins ,  ARECA Insurance  Exchange



S t a t e  o f  A l a s k a

POUCH V 
JUNEAU. ALASKA 09ai« <907) 465-4041

H ouse  Special  C om m it te e  on  O il a n d  G as

April 2, 1986 

C o m m i s s i o n e r  Bill Ross
D e p a r t m e n t  of E n v ironment al C o n s e r v a t i o n  
P.O. Box 0
Juneau, A las ka 99811-1800 

Dear C o m m i s s i o n e r  Ross,

Th e  House Special C o m m i t t e e  on Oil and Gas r e c e n t l y  held 
a h e a r i n g  on HB 628 and, s u b s e q u e n t  to this hearing, c o n d u c t e d  
several  w o r k  sessions on the t o p i c  of the a v a i l a b i l i t y  o f  oil 
p o l l u t i o n  insurance to e l e c t r i c  cooperatives. M e m b e r s  of y o u r  
department, Rep. H e r r m a n n ' s  staff, the Division of Insurance, 
the A l a s k a  Rural Electric C o o p e r a t i v e  Association, and m y  
o f f i c e  identi fied r e g u l a t o r y  m e a s u r e s  that could be t a k e n  to 
a l l o w  e l e ctric coo per a t i v e s  to m e e t  oil p o l l u t i o n  financial 
r e s p o n s i b i l i t y  requirements.

Y o u r  letter of M a r c h  25 a c k n o w l e d g e d  that the d e p a r t m e n t  
w o u l d  be w i l l i n g  to make a p p r o p r i a t e  regula t o r y  c h a n g e s  as an 
a l t e r n a t i v e  to the p a s s a g e  of HB 628. It is also my 
u n d e r s t a n d i n g  that the d e p a r t m e n t  is w i l ling to take the 
following actions in this regard:

1. Ame nd 18 AAC 20.065 to a l l o w  for the s u b m i s s i o n  of 
p o l i c i e s  issued on a "claims made" b asis in a d d i t i o n  of 
" o ccu rrence" policy forms.

2. Secure an A t t o r n e y  G e n e r a l ' s  opinion c l a r i f y i n g  that 
the financial respon s i b i l i t y  r e q u i r e m e n t s  apply only to 
t h i r d - p a r t y  liabilities and not to damages to t h e i r  own 
p r e m i s e s  or to penalties or p u n i t i v e  damages, and s u p p l y  that 
op i n i o n  to the electric c o o p e r a t i v e s  and their insurers.

»

3. As appropriate, e i t h e r  adopt regu latory c h a n g e s  
t h r o u g h  the emergency r e g u l a t o r y  p r o c e d u r e  or e n t e r  into an 
e m e r g e n c y  compliance o r d e r  w i t h  the affect ed utilities.



£

Thank you for y o u r  assist a n c e  and r e s p o n s i v e n e s s  in 
attempting to r e s o l v e  this matter.

Sincerely,

.__ke Da^
House Special C o m m i t t e e  o n  Oil and Gas
R e e f  Mike Davis, Chair m a n
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State of AlaskaMEMORANDUM

t o  H a l  B r o w n

A t t o r n e y  G e n e r a l  

D e p a r t m e n t  o f  L a w

DATE: J u l y  17,  1986

FILE NO:

F90M Bi l l  n u i i
Commissioner
Department o f  Environmental  

Conservat ion

TELEPHONE NO: 465-2600

subject Legal Opinion Re:
F i n an c i a l  R e s p o n s i b i l i t y  
S t a t u t e s  AS 46.04.040

During t h e  1986 L e g i s l a t u r e ,  l e g i s l a t i o n  was In t roduced  t o  exempt e l e c t r i c  
coo pe ra t i ve s  from t h e  Department o f  Environmental  C on se r va t i on ' s  o i l  p o l l u t i o n  
f i n a n c i a l  r e s p o n s i b i l i t y  r equ i r emen t s .  The f i l i n g  of  t h i s  b i l l  was t r i g g e r e d  
by t h e  d i f f i c u l t i e s  t h a t  t h e  co o pe ra t i ve s  were expe r i enc i ng  1n o b t a i n i ng  o i l  
p o l l u t i o n  Insurance  t o  meet t h e  f i n a n c i a l  r e s p o n s i b i l i t y  r equi rement s  of  
AS 46 . 04 . 040 .  This Department ,  t h e  Div i s ion  o f  Insurance ,  and t h e  Department 
of  Law worked c l o s e l y  wi th l e g i s l a t i v e  s t a f f  and r e p r e s e n t a t i v e s  from t h e  ,  • 
e l e c t r i c  coops t o  I d e n t i f y  and r e s o l v e  t h e  Insurance  problems.  - y

• • r

During hear i ngs  and d i s cu s s i o n s  on t h i s  l e g i s l a t i o n ,  t he  e l e c t r i c  c o o p e ra t i v e s ,  
r a i s e d  concerns  t h a t  t h e  t ypes  of  o i l  s p i l l  damages t h a t  they  b e l i eved  t o  be- 
Inc luded under  t he  f i n a n c i a l  r e s p o n s i b i l i t y  r e g u l a t i o n s  make i t  d i f f i c u l t  t o  
oo t a i n  I nsurance .  Insurance r e p r e s e n t a t i v e s  f o r  t h e  c o o pe r a t i ve s  I n d i c a t e d  
t h a t  i n s u rance  i s  not  a v a i l a b l e  f o r  damages t o  t h e  i n s u r e d ' s  own p ro pe r t y  or  
f o r  p e n a l t i e s  o r  damages of  a p u n i t i v e  n a t u r e .  The insu rance  I n d us t ry  main ta ins  
t h a t  i nsu rance  i s  only a v a i l a b l e  f o r  o i l  s p i l l  damages caused t o  t h i r d  p a r t i e s .

Consequent ly ,  dur ing d i s c u s s i o n s  of  t h e  b i l l ,  you o f f i c e  advi sed  me t h a t  
f i n a n c i a l  r e s p o n s i b i l i t y  requi rements  d i d ,  1n f a c t ,  extend only t o  t h i r d  
p a r t y  l i a b i l i t i e s .  We were a l s o  informed t h a t  t h e  Depar tment ' s  o i l  s p i l l  
p en a l ty  and damage s t a t u t e s  a r e  c l e a r l y  not  p u n i t i v e  but  I ns t e a d  a r e  used 
f o r  compensatory and remedial  purposes .  I I nd i c a t ed  my under s t and ing  of  
t h i s  adv i s e  in a March 25 l e t t e r  t o  Re pr e s e n t a t i ve  M1ke Davis .

As p a r t  of  my e f f o r t  t o  r e s o l v e  t h i s  I s s ue  a d m i n i s t r a t i v e l y ,  I agreed t o  
r eq ue s t  an At torney Ge ne r a l ' s  opinion  conf i rming t he  oral  adv i se  on t he  
scope of  damages t h a t  a r e  compensable under  our  f i n a n c i a l  r e s p o n s i b i l i t y  
s t a t u t e s .  However, s i n c e  t he  l e g i s l a t i v e  s e s s i on  ended,  we have found in 
our  f i l e s  a memorandum of advice  da t ed  May 13,  1982 t h a t  addressed most 
of  t he  ques t i ons  r egard ing  f i n a n c i a l  r e s p o n s i b i l i t y  t h a t  have been r a i s e d  
by t h e  Insurance r e p r e s e n t a t i v e s  f o r  t h e  e l e c t r i c  coops .  Consequent ly ,  
t h e  only ques t i ons  t h a t  remain t o  be answered concern t he  i s s u e  of  t h i r d  
p a r t y  l i a b i l i t y  coverage under  t h e  f i n a n c i a l  r e s p o n s i b i l i t y  s t a t u t e s .  
S p e c i f i c a l l y ,  I would a p p r e c i a t e  your  opinion  on t he  fo l lowing q ue s t i on s :

0 What kind of o i l  s p i l l  l i a b i l i t y  ( e . g .  t h i r d  o r  f i r s t  p a r t y )  1s 
i nc ur r ed  by an o i l  o p e ra to r  demons t ra t ing  proof  of  f i n a n c i a l  
r e s p o n s i b i l i t y  under  AS 4 6 . 04 . 0 4 0( 1 ) ?  In o th e r  words,  does t he  law 
r e q u i r e  t he  o p e ra to r  t o  p rovide  proof  of  f i n a n c i a l  r e s p o n s i b i l i t y  to  
cover  o i l  s p i l l  damages t o  t h e  o p e r a t o r ' s  own premises?



Hal Brown -2- July 17, 1986

Attached a r e  c o p i e s  o f  HB 628,  ny March 25,  1986 l e t t e r  t o  Repr e se n t a t i v e  
Davi s ,  h i s  response  of  Apr i l  2 ,  1986,  and t h e  1982 nemo of  advice for  
your  I n f or ma t i on .  I f  your  s t a f f  has any q u e s t i on s  on t h i s  m a t t e r ,  Paul 
O ' Br i en ,  o i l  s p i l l  program manager,  can provide  a d d i t i o n a l  I n format ion .  
Thank you for  your  a s s i s t a n c e .

At tachments

cc:  Doug Her tz

PO/bb
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A T T E N T I O N  Glenn Adams

Re: Proposed Financial R e s p o n s i b i l i t y  R egula tions
Amendments
Our File No. 83-683.53

Dear Mr. Adams:

T hese comments are being su bmitted on behalf of 
Alaska Rural Electric C o o p e r a t i v e  Association, Nushagak 
Electric Cooperative, and N a k n e k  Elect ric Association r e g a r d i n g  
the proposed amendments to 18 AAC 20.055, Self I n s u r a n c e , a n d  
18 AAC 20.065, I n s u r ance. Pursuant  to our telephone c o n v e r s a t i o n  
of November  12, 1986, it was agreed that these comments w o u l d  be 
c onsid e r e d  timely if received du ring the week of N o v e m b e r  17, 
1986. T h a n k  you for the c o u rtesy e x t ended in this regard.

As you no doubt recall, c o m p lying  with DEC financial 
r e s p o n s i b i l i t y  regulations c o n c e r n i n g  operation of oil terminal 
facilities has proven to be q uite d i f f i c u l t  for the small 
e l e ctric cooperatives. This ma tter was the subject of p r o p o s e d  
legislat ion during the last session. At that time, the p r i m e  
sponsor of the proposed legislation, Adelaide Hermann, a g r e e d  to 
w i t h d r a w  the legislation based upon an understanding that 
a p p r o p r i a t e  regulatocy changes w o u l d  be made which will a l l o w  the 
electri c cooperatives to either o b t a i n  insurance or self insure 
for the operation of oil terminal facilities.

The proposed amendme nts in 18 AAC 20.065 which a l l o w  
for "claims made" policies are a step in the right dir ec t i o n .  
However, given the vagaries of the insurance industry, o b t a i n i n g  
this type of coverage in the future may be extremely d iffic u l t .  
"Claims made" policies were found fcr Nushagak Electric 
C o o p e r a t i v e  and Naknek Electric A s sociation this year; however, 
the p r e miums wer;.* high. In the case of N a k n e k  E l e c t r i c
Association, the premium  amoun ted to approximately one-half mil 
per kilowatt hour of usage. The p r e m i u m  for obtaining this 
insurance is passed along to the ultimate consumer.
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It appears clear that the intent of the regulations is 
to ensure that oil terminal facility operators, as well as 
others, have a sufficie nt stake in Alaska such that reasonable 
p r a c tices will be employed when handling oil. In this regard, 
the rural e l e ctri c c o o per atives are an integral part of the 
villages within the state of Alaska and will be here for years to 
come.

Because of this, it would appear a p propria te that DEC 
amend its regulations concer n i n g  self insurance to allow the 
cooperat ives to qualify. We would urge that DEC amend 18 AAC 
20.055 to a l l o w  the co oper a t i v e s  to do just this. While amending 
the regulations to a l l o w  for "claims made" poli cies is a step in 
the right direction, it falls far short of solving the problem 
faced by these cooperatives.

Th a n k  you for the opportunity to comment on the proposed 
regulations. We look forward to working with DEC on this matter.

Sincerely,

KEMPPEL, HUFFMAN AND GINDER, P.C.
Attorneys for ARECA, NEC and NEA

Bobby Dean Smith

BDS:la

cc: David Hutchens
E x e c utive Director, A RECA

David F. Bouker 
General Manager, NEC

Claude Franke 
General  Manager, NEA
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February 26, 1987

The H o n o r a b l e  Jan Faiks 
Presid ent of the Senate 
A l a s k a  State Legis l a t u r e  
P.O. Box V  
Juneau, A K  99311

Dear Senator Faiks:

Under the a u t h ori ty of art. Ill, sec. 18, of the A las ka C o n­
stitution, I am t r a nsmit ting a bill relating to the A l a s k a  
l ongevity bonus program.

The original longevity bonus p r o g r a m  that was enacted in 
1972 has been radically changed as a result of the A laska 
S u preme Court d ecision in Schafer v. V e s t , 680 P . 2d 1169 
(Alaska 1984). The p r o g ra m's o r i ginal intent —  to benefit 
those pioneers who b u i l t  the state —  has been irrevocably 
altered. Because the o r i g inal p r o g r a m  benefitted only those 
w ho were residents before statehood, it eve ntually would 
have p h ased out n a t u rally as territorial residents died or 
left the state.

As a result o f  that court decision, the program n o w  simply 
requires one year of residence. Consequently, we now have a 
p r o g r a m  that grows larger every year. At the same time we 
are faced with an unp rec e d e n t e d  crisis in our budget. We 
can no longer afford to provide this substantial b e n e f i t  to 
an ever i ncreasing p opula t i o n  of senior citizens.

The attached bill has three main components. First, it r e­
duces the m a x i m u m  a mount of the bonus to $200 a month. The 
bonus was increased s u b s t a n t i a l l y  during the height o f  our 
oil wealth: in 1980, it w e n t  from $150 to $200, and in 1981
it w e n t  from $200 to $250.

Second, the bill limits the bonus to those individuals who 
reach age 65 b efore J a n u a r y  1, 1988. In 1985, both houses 
of the le gislature passed programs that used a 1988 cut-off 
date (ch. 99, SLA 1985). (The effec tive dates for those 
programs wer e never triggered.) The House "stairstepping" 
approach simply limited the bonus to those individuals who 
reached age 65 by that date. The Senate annuity ap proach 
provided additional general fund payments to young er indi­
viduals; the payments were to decrease yearly until they 
were gone. Thus, even in 1985 when our fiscal picture was 
much brighter, both h ouses d e c i d e d  to terminate general fund 
p a y m ents to those younger than age 65 in 1988. This bill, 
then, incorporates that idea.
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Finally, the bill p laces an income cap or eligibilitj' for 
the bonus. The full bonus  w o u l d  be available only to those 
i ndividuals  w h o s e  income (excluding longevity bonus and p e r­
ma n e n t  fund d i v idend income) is less than $20,000 (or whose 
joint income, for a m a r r i e d  couple, in less than $40,000). 
7\s an individual's income goes up, the amount of the bonus 
goes down, until, at the income level of $25 ’""O, an indi­
vid u a l  wil l not receive a bonus. A part o -" ** intent of
the o r i g i n a l  p r o g r a m  was to provide a linanc ncentivo to
A l a s k a ' s  seniors to remain in the state. income cap
w o u l d  a l l o w  the groat m a j o r i t y  of Alaskan sen.are to c o n t i n­
ue to r e ceive the bonus; however, it w o u l d  terminate b e n e­
fits for the m o r e  fortunate segment of that population.

P l a c i n g  an income cap on the longevity bonus raises the 
q u e s t i o n  o f  w h e t h e r  the one-vear r e s i dency requirement w o u l d  
w i t h s t a n d  judicial scrutiny. The q u e s t i o n  arises because 
t he U n i t e d  States S u preme Court, in S h a p i ro v. T h o m p s o n , 394 
U.S. 618 (1969), i nvalidated a one-year r e s i denc y r e q u i r e­
me n t  for w e l f a r e  payments. The resid e n c y  requirement in 
S h a p i r o  was struck because the court determined chat the 
w e l f a r e  p r o g r a m  was d e s i g n e d  to provide the "basic nec es­
sities of life." The q u e s t i o n  is whether a court would find 
that, the longevity bonus p a y ment is designed to provide a 
basic n e c e s s i t y  of life.

T he longevit y bonus, as e m b o d i e d  in this bill, is not d e­
signed to provide a basic necess ity of life. First, tie 
state has o ther programs, such as old age assistance and. 
medicaid, w h i c h  provide the m o s t  s ubstant ial benefits in the 
n a t i o n  for the elderly -- programs that are available to 
needy seniors upon arrival in vhe state. Second, the in- 
c o m e - c a p  p r o v i s i o n s  dc net e s t a blish a typical welfare p r o­
gr a m  b e c a u s e  the income test makes no asset determination; 
an i ndivi d u a l ' s  p r o p e r t y  is not con sidered in determining 
eligibility. Since the m a j o r i t y  of A l a s k a n  seniors would 
c o n t i n u e  to q u alify for the bcnus, the income-cap provisions 
a re m o r e  p r o p e r l y  v i ewed as a retirement supplement to all 
b u t  a small segment  cf senior citizens, rather than as a 
p r o g r a m  to fulfill b a s i c  needs. Finally, the fact that the 
bill w o u l d  terminate the p r og ram entir ely for those who do 
not reach age 65 b e for e J a nuary 1, 198b w eighs against
c h a r a c t e r i z i n g  the p r o g r a m  as a provision for basic needs.

T h e  o n e - y e a r  r e s i dency r e quirement is not a "durational" 
r esidency r e q u i r e m e n t  in that its. intent is not to d i s t i n­
gui s h  b e tween short- t e r m  re sidents and longer-term r e s i­
dents. Rather, the purpose of the requirement is to d e t e r­
mine, in an a d m i n i s t r a t i v e l y  feasible manner, which seniors
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are t r u l y  A l a s k a n s  and w h i c h  are m e r e l y  visitors. Because 
senior c i t izens  arc typically  not tied by emplo y m e n t  to one 
location, they can spend substantial amounts o f  time away 
from t h e i r  true home. A shorter r e s i d e n c y  r e q u i r e m e n t  would 
m a k e  the bonus avai lable to seniors who are on e x t e n d e d  v i s­
its to Alaska, but w h o  d o  not intend to m a k e  A l a s k a  their 
home. In v i e w  o f  the nature of the proar can, and the nature 
of the senior c i t i z e n  population, I believe that a one-year 
resid e n c y  r e q u i r e m e n t  w o u l d  be upheld. However, if it were 
s u c cessful ly challenged, that reauir e m e n t  is severabl e unaer 
AS 01.10.030.

A  section-by-r.ection analysis follows:

Section 1 of the bill amends AS 47.45.010 (a) to esta blish 
the J a n u a r y  1, 1988 ago q u a l i f i c a t i o n  date and change the
amount of the bonus to $200. The changes take effect J u l y  
1, 1987 u n d e r  see. 8 of the bill.

Section  2 o f  the bill also amenas AS 47.45.010(a). Under 
sec. 9 o f  the bill, the amendm e n t s  in sec. 2 would take e f­
fect J a n u a r y  1, 1988. The amendment? in sec. 2 are set out 
showing the c h anges  in AS 47.45.010(c) es already amended by 
sec. 1. The sec. 2 a mendments  c o n tinue the January J, 1933 
age q u a l i f i c a t i o n  date establ i s h e d  by sec. 1 o f  the bill, 
and add a r e f e r e n c e  to the income q ualif i c a t i o n  recuirement. 
in p r o p o s e d  TF 47.45.015. Then, instead  o f  stating a set 
amount for the bonus, amended Af 47.45.010 (a) v/ill refer 
instead tc p r o p o s e d  AS 47.45.016, the schedule of bonus 
a m o u n t s . As m e n t i o n e d  earlier, that, s chedule is tied to 
income levels.

Section 3 o f  the bill adds two new sections to AS 47.45. 
Proposed AS 47.45.013 sets out the income q u a l i f i c a t i c r  r e­
qui r e m e n t  d e s c r i b e d  earlier, and proposed. AS 47.45.016 sets 
cut the schedule o f  bonus amourts. Se ctions 4 and 5 of the 
bill m a k e  c o n f o r m i n g  a m e n d m e n t -  to 7.5 47./-F. .P?0 and 47.45.- 
07C. S e c t i o n s  3 —  5 also take effect J a n u a r y  1, 1988, u n­
der sec. 9 of the bill.

Section 6 oi the bill repeals the provis i o n s  o' ch. 99, SLA 
1985 that h a v e  never taken effect, and the pr ovi s i o n  in the 
current law d e a l i n g  w i t h  tax t r e a t m e n t  of the bonus (AS 47.- 
45.120(a)). T h e  l atter .is repealed b e c a u s e  it if. p o s s i b l e  
that the Internal Hevenue S e r v i c e  will find that the income- 
capped b onus is n o t  taxable; e i t h e r  way, our statutes need 
not addre.'s federal tax treatment. However, i< the federal 
g o v e r n m e n t  do es tax that income, and if a state personal
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income tax is enacted this year, the lon gevity bon us should 
be taxed by the state. These r e pea ls take  e f f e c t  July 1, 
1987, under sec. 8 of the bill.

S e cti on 7 of the bill r e peals the "hold harmless" pr ovision 
(AS 47.45.122). That statute authorize s p r o v idi ng public 
assist ance to i n dividuals whose a ssi stance is d e n i e d  cr r e­
duced becau se they received a longevity  bonus. B e c a u s e  the 
state has been assured by the federal  g o v e r n m e n t  that the 
bonus, under vhe income-c ap program, will be d i s r e g a r d e d  in 
d eterm i n i n g  e l i g i b i l i t y  for those benefits, the "hold h a r m­
less" provision, and the m o n e y  needed to i m p l ement it, will 
no longer be necessary. Under sec. 9 of the bill, the re­
peal w o u l d  take effect at the same time that the income-cap 
provis ions take effect, J a n u a r y  1, 1988.

This bill is essential to deal w i t h  the issues presented by 
the? longevity  bonus program, and I urge y o u r  p r o m p t  and fa­
vorable c o n s i d e r a t i o n  o f  it.
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The fol lowing table s r e p r e s e n t  the FULL C O S T  of G r a n t s  and 
A d m i n i s t r a t i o n  for the r e vised L o n g e v i t y  B o n u s  program, as pr oposed 
in the G o v e r n o r ' s  bill.

The FY88 portion o f  t hese c o s t s  is i n c luded in th e G o v e r n o r ' s  
b u d g e t  request, AS A M E N D E D  a p p r o x i m a t e l y  M a r c h  1, 1987.

G R A N T S  (dollars in thousands)

Fiscal C u r r e n t G o v e r n o r 's Annual
Year Law P r o p o s a l D i f f e r e n c e

esarreaesta anancsaaa CnSCBSJSBB =  = ea =  =  s :  = =

1988 * 5 1 , 2 0 0 . 0 3 7 , 3 0 0 . 0 <13,900.0)
1989 5 2 , 7 0 0 . 0 3 0 , 9 0 0 . 0 <21,800.0)
1990 5 5 , 6 0 0 . 0 ' 2 9 , 7 0 0 . 0 <25,900.0)
1991 5 8 , 2 0 0 . 0 2 8 , 4 0 0 . 0 <29,800.0)
1992 6 0 , 7 0 0 . 0 2 7 , 1 0 0 . 0 <33,600.0)
1993 6 3 , 4 0 0 . 0 2 5 , 8 0 0 . 0 <37,600.0)
1994 6 5 , 9 0 0 . 0 2 4 , 5 0 0 . 0 <41,400.0)
1995 6 8 , 8 0 0 . 0 2 3 , 2 0 0 . 0 <45,600.0)
1996 7 1 , 4 0 0 . 0 2 1 , 9 0 0 . 0 <49,500.0)
1997 7 3 , 6 0 0 . 0 2 0 , 6 0 0 . 0 <53,000.0)
1998 7 6 , 1 0 0 . 0 1 9 , 3 0 0 . 0 <56,800.0)
1999 7 8 , 5 0 0 . 0 1 8 , 0 0 0 . 0 <60,500.0)
2000 8 1 , 1 0 0 . 0 1 6 , 7 0 0 . 0 <64,400.0)
2001 8 3 , 6 0 0 . 0 1 5 , 4 0 0 . 0 <68,200.0)

METHODOLOGY:
xanssanc asa

Assumptions: 17,067 o v e r a g e  c h e c k s  per m o n t h  in FY88; c u r r e n t  low 
7 9 . OX of q u a l i f i e r s  have AGI leas than 0 2 0 , 0 0 0  
6 . OX have AGI b e t w e e n  0 2 0 , 0 0 0  and 0 2 5 , 5 0 0

Calculations: FY88 c o s t s  u nde r c u r r e n t  law »
(0250) * <17,067 c h e c k s  per month) " 

a 0 5 1 , 2 0 1 . 0
a o K B D a a a

<12 months)

FY88 c o s t s  und er G o v e r n o r ' s  p r o p o s a l  =*
<9200) « <17,067 checks) * <6 months)

♦ <0200) # <13,483 checks) *• <6 months)
♦ <0100) * < 1,024 checks) * <6 months)

» 0 3 7 , 2 7 4 . 3

J u l y - D e e
J a n - J u n e
J a n - J u n o

e  a  «  a  n  a  a
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A D M I N I S T R A T I O N  (dollars in thousands)

FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
R e v i s e d Total Total Total Total Total
ttaBQoas D 8 C BBBO Bcaoaaa BBBQBHQ b s c a n n a a s s a s s a

P e r s o n a l  S e r v i c e s 258.9 3 8 9 . 8 3 00.0 300.0 300.0 3 0 0 . 0
T r a v e l 0 . 9 0 . 9 1.0 . 1.0 1.0 1.0
C o n t r a c t u a l 53.1 9 5 . 5 60. 0 60.0 60.0 6 0 . 0
S u p p l i e s 4 . 3 5.1 5 .0 5.0 5.0 5 . 0
E q u i p m e n t 0.0 2 4 . 2 0.0 0 . 0 0.0 0 . 0

T otal O p e r a t i n g 3 1 7 . 2 5 1 5 . 5 3 6 6 . 0 366.0 366.0 3 6 6 . 0
(all G.F.) c n n cccn Q B CaO OB BBBBBCtl a S 3 3 B 3 B B 3 B S 3 3 B n n a 3 3 a s

Perm Full Time 6 . 0 9 . 0 8.0 8 . 0 8.0 8.0
P e r m  P a r t  Tim e 1.0 4 . 0 0.0 0 .0 0 .0 0.0
M o n t h s 81.6 126.6 96.0 96.0 96.0 9 6 . 0

II

I
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FISCAL NOTE onMArTV,
SENATE
BILL VERSION: SB 145 b 

 -------------  PUBLISH DATE: 2/27/87

-----------------------------  Agency Affected: Hea l th  & Soc ia l  S e r v i c e s
TilJe : _fln act -Rp1at .1ng_tn- t .hp_Alaska -  B R U : ___________A s s i s t a n c e  Payments BRU

Longevi ty  Bonus Program_________________

S T A T E  O E  A L A S K A  1 9 8 7  L E G I S L A T I V E  S E S S I O N

R E Q U E S T :

Revision Dale:

S ponsor:
Requestor n r w p r n n r .

Components t-U A A iA Lli-JlQ ld. !*9.TUIl

E X PE N D IT U R E S/R E V E N U E S: (Thousands of Dollars)

OPERATIN G FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
I’LRSUNAL SERVICES 
1 RAVEL 
CONTRACTUAL 

. SUPPLIES 
EQUIPMENT 
LAND Ac SPRUCITJRES 
GRANTS. CLAIMS 
MISCELLANEOUS

-U~ - V - - u - - i j - - U - - - 0 -
4 | _ - u - - 0 - -  _-(j_ -  - o -  - ■ - - -
-u - - u - - u - - U - - u - - 0 -
- u - -U " - u - - U - -u - -u -
-u - - 0 - - u - - 0 - - 0 - - 0 -
- I I - - o - - 0 - - 0 - -u -

.11- _n_ - n - _r_ -n-
.ft-__ - n - - n - - n - -n- -n-

T O T A L  OPERATING - 0 - - 0 - - o -  .. . - o - .... - 0 -

CAP ITAL -u - - 0 - - u - * -U- - 6 - - 0 -

REVENUE -U- - 0 - - u - - u - - u - - 0 -

FUNDING: (Thousands of Dollars)

GTNERALDJND 
FEDERALFUNDS 
(JI1IER 
11TTAL

- 0 - -u - - u - - 0 - - 0 - -u -
-0 - -U- - u - -u - -U - -U-
-U- -0 - - 0 - - u - -u - - 0 -

_____ . . _ - u - -l>- - 0 - - 0 -

POSITIONS:
FULLTIME
PART-TIME
TEMIORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- u - -u - -u- -u - -u- -u-
- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS :
The FY88 G o v e r n o r ' s  bud ge t  as sumes  e l i m i n a t i o n  o f  t ho  Old Ago A s s i s t a n c e  -  Alaska  Lo n g e v i t y  Bonus 
Hold Harmless  (OAA-ALBIlil) p rogram,  e f f e c t i v e  J a n u a r y  1 ,  1988.  I t  I s  I m p o r t a n t  t o  n o t e  t h a t  t h e  d o l l a r s  
s aved  by t h i s  p r o p o s e ^ l e g i s l a t i o n  have been  removed f rom t h o  G o v e r n o r ' s  FY88 b ud g e t  r e q u e s t .  •

n o t  p a s s ,  p r o j e c t e d  FY08 c o s t s  o f  $622.<« mus t  be r e s t o r e d  t o  t h e  P u b l i c  
Th i s  a?Ta4y&is_ol.sW assumes  t h a t  t h o  n e e d s - b a s e d  r e q u i r e m e n t s  mpet

v  V / \ntinr. nirp.r.tnr______________________  Phnm»« 465-3347_________
_______________  D ate: f l - . 'W -  7 / _________

I f  t h i s  l e g i s l a t i o n  d 
A s s i s t a n c e  BRU FY88 Bu' 
f e d e r a l  s t a n d a r d s .
Prepared by: jlnlW -R.
D ivision: ■ D i v i s i o n / o f  Pub l i c  A s s i s t a n c e

Approved by Commissioner 
A gency: _ Departmentt ol Heal th  & Soc ia l  S e r v i ce s
Disuibution (by preparer) :  

legislative Finance 
legislative Sponsor 
Requestor
Office of Management and Uudgci 
Impacted Agcncy(ics)
Senate Secretary

page, / o f



D i v i s i on  o f  P ub l i c  A s s i s t a n c e  -  b
A s s i s t a n c e  Payments DRU 

Old Age A s s i s t a n c e  -  Alaska Longevi ty  Bonus Hold Harmless (OAA-ALBHH)

The Alaska Longevi ty  Bonus Hold Harmless Program (OAA-ALBHH) was e s t a b l i s h e d  by CSSB No. 56 
wi t h  an e f f e c t i v e  d a t e  o f  June 1985.  Federa l  r u l e s  r e q u i r e  t he  S t a t e  t o  count  t h e  ALB 
r ec e i ve d  by aged r e c i p i e n t s  w i t h  l e s s  than  25 y e a r s  r e s i d e n c e  when d e t e r mi n i n g  e l i g i b i l i t y  
f o r  Soc ia l  S e c u r i t y  A d m i n i s t r a t i o n ' s  and S t a t e ' s  Supplementa l  S e c u r i t y  Income (SSI)  Old Age 
A s s i s t a n c e  Program.  The FY87 OAA-ALB Hold Harmless  component 1) r e p l a c e s  t h e  amount o f  
Federa l  SSI payment l o s t  t o  a Bonus r e c i p i e n t  when SSI coun t s  t h e  Longevi ty  Bonus as 
a v a i l a b l e  ( income) and 2) c on t i n u e s  t o  " d i s r e g a r d "  t h e  SSI -c ou n t ab l e  Bonus in comput ing Old 
Age A s s i s t a n c e  (OAA) Supplemental  payments .

•
i f  i n  FY88 the  Alaska Longevi ty  Bonus program were changed such t h a t  t he  ALB r e c e i v e d  by an 
i nd i v i d u a l  was " n e e d s - b a s e d , "  then  f e d e r a l  r u l e s  would " d i s r e g a r d "  t h e  ALB payment and not  
t r e a t  the  ALB as a v a i l a b l e  income.  Thus,  ALB payments t h a t  a r e  based on need e l i m i n a t e s  
the need f o r  t he  p r o t e c t i o n  o f  t he  OAA-ALB Hold Harmless  program.  The Bonus would no t  be 
counted  as  income when c a l c u l a t i n g  f e d e r a l  SSI and S t a t e  OAA Supplementa l  a s s i s t a n c e  
payments.

6-Month Impact
FY88 FY89 FY90 FY91 FY92

1556.0 3608.3  4251.7 4855.1 5427.8OAA-ALB Hold Harmless 
Program r e d u c t i o n  due 
to Needs-based ALB

Amount o f  OAA-ALB HH t h a t  622 .4  1443.3 1700.7 1942.0 2171.1
r e p l a ce s  l o s t  SSI payments

Amount o f  OAA-ALBHH t h a t  933.6  2165.0  2551.0 2913.1 3256.7
r e p l a c e s  S t a t e  OAA payments

Net Savings  Under Needs-based , 6 2 2 . 4  1443.3 1700.7 1942.0 2171.1
(The Amount o f  OAA-ALBHH t h a t  
r e p l a c e s  l o s t  SSI payments)

Under a needs -bas ed  ALB t he  Soc ia l  S e c u r i t y  A d m i n i s t r a t i o n ' s  SSI payments t h a t  a r e  r e s t o r e d  
r e s u l t  in n e t  g en e r a l  fund s a v i n g s .  That  amount o f  ALB Hold Harmless t h a t  had r e p l a c e d  
S t a t e  OAA payments s h i f t s  back to  Old Age A s s i s t a n c e .  I f  t h i s  l e g i s l a t i o n  does no t  p a s s ,  
the p r o j e c t e d  n e t  s av ings  o f  622 .4  must  be r e s t o r e d  t o  t he  OAA-ALBHH component  in FY88.

•p
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R E Q U E S T :

STATE OF ALASKA 1987 LEG ISLAT IVE SESSION
FISCAL NOTE

Dill Version : —
. - Publish Dale : - ■

Revision Dale: J O  /? * ?
Title: A n  A c t  Rela t i n g  to tlie A l a s k a

 Longevity J3onus P r o g r a m ________

S ponsor: ____________________________________
Requesior: G o v e r n o r______________________

Agency Affected:H e a l t h  f< Social Sen/ices 

D R U : Medical. A s s i s t a n c e  ~

r n . n p n n i . n i t  ? A l a s k a  D n g o v i L y  l y j n u a

___________ItoJ.fl.1 formless______________

E X PE N D IT U R E S/R E V E N U E S: (Thousands of Dollars)

O P E R A T I N G F Y  87 F Y  88 F Y  89 F Y  90 FY 91 F Y  92

PERSONAL SERVICES
TRAVEL
CONI'RACTUAL
surruEs 
EQUIPMENT 
L A N D  A  SrRUCTURES 
GRANrS. CLAIMS 
MISCELLANEOUS

T O T A L  O P E R A T I N G -0 - -0 - -n - -0 - -o - - fl-

CAPITAL - 0 - - 0 - - 0 - - o - - 0 - - o -

REVENUE - o - - 0 - - n - - 0 - - 0 - - n -

FUNDIN';: ('lliousnnds of Dollars)

G E N E R A L R I N D  
RIDER A L  FUNDS 
uriiER
i t t p a l

-o- -Q- -n- - O - - 0 - -11-

P O S I T I O N S :

RJLLT1ME
PART-TIME
TEMPORARY

- 0 - - 0 - - Q - - 0 - - 0 - - 0 -

A N A L Y S I S  :
The G o v e r n o r ' s  tY8U bu d g e t  a ssumes t h e  e l i m i n a t i o n  o f  t h e  Medical  A s s i s t a n c e  -  A’ aska  
L o n q e v l t y  Donus Hold Harmless  p rogrom.  I t  I s  Im p o r t a n t  t o  n o t e  t h a t  t h e  d o l l a r s  s aved  by t h i s  

‘ p ro po se d  l e g i s l a t i o n  have  a l r e a d y  been removed f rom t h e  G o v e r n o r ' s  FY88 b ud g e t  r e q u e s t .  I f  
t h i s  l e g i s l a t i o n  d oe s  n o t  p a s s ,  p r o j e c t e d  FY08 c o s t s  o f  $571 .5  must  bo a p p r o p r i a t e d  t o  th®
Medical  A s s i s t a n c e  DRU FY88 b u d g e t .  Th i s  a n a l y s i s  a l s o  as sumes  t h a t  t h e  n e o d s > a . s c d  / { / , 0

l ^ p . f f l i f R y ^ t ^ e e t  f e d e r a l  s t a n d a r d s ,  __________________ p , 1 0 n c .
D ivision: M e d ic a l  A n n ir . tn n c o  / _______________________ n .n » • y s */<7_______________

Approved by Commissioner
Agency: lle»Tltii a n d  i<x?inl^/S<jrvici»s f f

Uisuibuiion (by picparer) :  
legislative Finance 
legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agcncy(ies) pag e— i _  of -2.—
Senate Secretary



Di v i s io n  o f  Medical  As s i s t a n c e  

Medical  A s s i s t a n c e  BRU

The Alaska Longevi ty  Bonus (ALB) Hold Harmless program was e s t a b l i s h e d  by 
CSSB56 wi t h  an e f f e c t i v e  d a t e  o f  June 1985,  Federal  r u l e s  r e q u i r e  the  
s t a t e  t o  count  t he  ALB payments r e c e i v e d  by Medicaid a p p l i c a n t s  when 
d e t e r mi n i ng  e l i g i b i l i t y .  The Di v i s ion  has  s ub mi t t e d  an FY87 supplementa l  
t o  Hold Harmless  t ho s e  who would l o s e  Medicaid e l i g i b i l i t y  as  a r e s u l t  o f  
r e c e i p t  o f  t h e  ALB. I f ,  f o r  FY88 t he  ALB program i s  changed to  a needs 
based program which meets  f e d e r a l  r eq u i r eme n t s  then  f e d e r a l  r u l e s  would 
r e q u i r e  the  ALB payment be d i s r e g a r d e d  in  t he  Medicaid e l i g i b i l i t y  
d e t e r m i n a t i o n  p r o c e s s .  This  would then e l i m i n a t e  t h e  need f o r  the  ALB Hold 
Harmless  p r o t e c t i o n .  (The Hold Harmless  r e p l a c e s  t he  amount o f  Medicaid 
re imbursement  l o s t  to t he  s t a t e  when f e d e r a l  r u l e s  cause  r e c i p i e n t  i n e l i ­
g i b i l i t y ) .  For  FY88 t h e  Di v i s ion  s ubmi t t ed  an amendment which would 
p rov i de  a Hold Harmless  f o r  t he  f i r s t  s i x  months o f  FY88.

The f o l l owi n g  assumes pas sage  o f  an ALB program based on need wi th  an 
e f f e c t i v e  d a t e  o f  J a n ua r y  1,  1988, and approval  o f  t he  D i v i s i o n s '  FY88 
budget  amendment f o r  s i x  months o f  Hold Harmless p r o t e c t i o n .

FY88 FY89 FY90
Medicaid E l i g i b l e s  

(monthly ave r a ge ) 3,107 3,293 3,491

Average Annual Cost
pe r  r e c i p i e n t $3,251 $3,494 $3,756

Old Age A s s i s t a n c e  (OAA) 
397 i n e l i g i b l e  due to 
r e c e i p t  o f  ALB -  94% 
u t i l i z e  medical  s e r v i c e s 374 396 420

Tota l  e s t i m a t e d  annual
c o s t  o f  hold ha rml es s  program $1,142,921 $1,300 , 606 $1,483,261

Amount o f  hold  harmless
r e p l a c i n g  l i s t  Medicaid  funds $571,400 $650,304 $741,630

Amount o f  s av ings  
under  needs based program

*
- 0- $650,303 $741,630

* R e s u l t s  from t h e  L e g i s l a t u r e  ze r o i ng  tho Medicaid Hold Harmless in FY87, 
and t h e r e f o r e  not  i nc l ud ed  in the  FY88 base  and r e q u e s t i n g  f u l l  funding 
( ge ne r a l  fund match and gene r a l  funds f o r  f e d e r a l  r ep l a ce men t )  f o r  f i r s t  
s i x  months o f  FY88.

- 2 -  -
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S T E V E  C O W P E R

C O  / t i m o n

‘  T  A  T  V. O  P  A  1 .  A  S  U  A

o r n c E  Qr  t h e  g o v e r n o r  
• I  i :  x  r .  a  i t

F e b r u a r y  26, 1987

r’ho honorable Jan Faiks 
President of the Senate 
Alaska state Legislature 
P.O. Fox V  
Juneau, A K  99811

Dear Senator I'aiks:

Under the a u t h ority  of art. T I T , sec. 18, of the A l aska C o n­
stitution, I am transmittin g a bill relat ing to the taxation 
of individuals ar.d fiduciaries, and to amended tax returns 
filed by taxpayers, Tne bill reim posos an i n d i v i d u a l  income 
tax.

I know that an income tax in not an instantly p o pular idea. 
However, I believe A l a s k a n s  w a n t  to be in control o f  our own 
destiny. I believe we h a v e  reached the time w h e n  we m u s t
reduce our d ependenc e on the p r i c e  of oil, a p r i c e  that is
not within cur control.

I also believe Alaskans wnr.t rtate g o v e r n m e n t  to provide a 
decent and cc mi.'.tent level of p ublic services. A n  i n d i­
vidual income tax is one oi the iairest w a y s  of m e e t i n g  this 
goal. Those who are most able to pay b e a r  a g r e a t e r  p r o p o r­
tion of the burden.

This bill also ensures that n o n r e s i d e n t s  w h o  take jobs in 
Alaska make their fair c o n t r i b u t i o n  to our state. Ac e x­
plained below, thin bill is m o r e  e f f e c t i v e  than our earlier 
lav; ir; making sure what this happens.

T believe that A l a s k a n s  are w i l l i n g  to help pay for 
govern m e n t  if that g overnment is r esponsive and accountable.
I think that an income tax w i l .* h e l p  m ake sure that our g o v­
ernment listens to its people.

T h e  bill embodies a tax structu re that is simple, lair, and 
relatively easy t.o administer. The t a x p a y e r  need only c o m­
plete a one-page return. Basically, the taxpayer begins 
with "total income" us set out on the federal return, and 
n a y  make only limited adjustment: to that figure. The p e r­
sonal exempt ions are then deducted, and the r e m a inder ic 
taxable income.
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T h e  income is taxed in two brackets: 3.2 percent and 5.7
percent.. Py not p r o v i d i n g  for the full array oi familiar 
d e d u c t i o n s  h i s t o r i c a l l y  avai l a b l e  in a personal income tax, 
this bi ll will tax a c o m p a r a t i v e l y  broac1 tax base. As a 
result, the tax rate is lower than it w o u l d  be if deductions 
w e r e  permitted. The tax iatet have been established to g e n­
erate $250,000,000 over  a full year; collections for FY PC 
are e s t i m a t e d  to be a p p r o x i m a t e l y  $85,000,000. R eceipts in 
1'Y 88 w i l l  be from "withholding" only, since returns for 
c a l e n d a r  year 19 88 w i l l  not be due until the ..princ of 1989. 
FY PC r e c e i p t s  will  not reach one-half of a full year's r e­
ceipts b e cause  of the lag b e t w e e n  wages paid and w ithholding  
remitted to the state.

An i n d ivi dual's filing status w i l l  be the same as on the 
federal return. T h e  filing status determines how much i n­
come is taxed in the lower bracket of 3.2 percent, Foi i n­
dividual taxpayers 'and fidnci.aries) , that amount is income 
of less than $30,000. For m a r r i e d  coupler, filing a joint 
return, and for su rviving spouses, the amount is income of 
less than $50,000; for m a r r i e d  indivicuals filing separate 
returns, it ir. income of less than $25,000. Fcr heads of 
household, the amount ir ircome of less than $40,000. I n­
come in excess of these  levels is taxed at the higher 5.7 
p e rce nt rate. Section  1 of the bill sets out the rates fcr 
each filino s t a t u s .

The i n dividual income tax law, before it. repeal in 19fC, 
favored nonreside nts over residents by taxing nonresident 
income j.r the lewdest p o s sible tax bracket:. This bill r e m­
edies that inequ i t y  by placing nonresidents cr. u n equal 
looting w i t h  residents. Thin is r.ocoirrl ished by c o m p u t i n g  a 
tax on tho entire taxab le income of nonresidents from all 
sources and then d e t e r m i n i n g  the traction of that tiix that 
is a t t r i b u t a b l e  to income e a r n e d  in Alaska. This approach 
results in a p p o r t i o n i n g  tho n o n r e s i d e n t ' s  income betwee n the 
tax b r a c k e t s  r at her than lumpino it ail in the lower b r a c k­
et. Under the bill, p a r t - y e a r  residents will be taxed in 
the same m a n n e r  as nonresidents. Section 1 of the bill sets 
cut the m eth od foj: detei.mining nonresident and part-year 
reside nt tax liability, and secs. 5, 6, and 7 of the M i l  
add p r o v i s i o n s  rolf.tirg to tax c alculation  for nonresidents 
as well ns p a r t - y e a r  residents.

Section 4 o f  tho bill adds three subsections to AS 43.20.- 
031, d e l i n e a t i n g  gross income, adjusted grccs income, and 
taxable income. U taxpayer's gross income will correspond 
w i t h  g r o s s  income under federal law, w i t h  certain m o d i f i c a­
tions. First, c o s t - o i - l i v i n g  allowances that are exempt
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from federal income taxa tion will be ad dec1 to the state tax 
base. F e c o n d , interest on state and m u n i c i p a l  o bligatio ns 
that is tax exempt at the federal level will be added to the 
tax base. A taxpayer's "total income" on the federal, return 
a u t o m a t i c a l l y  wi! 1 incorporate the income from and expenses 
a t tri butable to a trade or business, the sale of capital 
assets, unc; rental and royalty property. Since federal 
"gross income" already includes the income from these a c t i v­
ities, the bill allows the costs of producing that income as 
deduct ions to the sane extent as pr ovided under federal law.

A d j u s t m e n t s  to gross income are g r e a t l y  limited. Federal 
law pr ohibits states from i m p o s i n g  an income tax on interest 
from U nited States obligations; therefore, that income is 
d e d ucted from the tax base. State income tax refunds are 
cycluced froir the base to e l i m i n a t e  ar tificial state income. 
A l i m o n y  paid and the p e n a l t y  for the early w i t h d r a w a l  cf 
funds from savings accounts are perm itted as deductions 
since they cannot, r e a l i stically be regarded as income. No 
other deduction s 01 any nature are allowed.

T a x a b l e  income is calculated b y  deduc t i n g  allowable p e r s o n a l  
e xemptions from adjusted cross income. The bill uses the 
federal rules for q u a l i f j c a t i o n  for p e r s o n a l  exemptions; 
that is, a taxpayer will q u alif y for 1.he number of personal 
exempt i o n s  for w h i c h  the taxpayer q u a l ified  under federal 
law. The exempt ion amount i.; £3000. Since the federal e x­
emption is adjusted for inflation, the bill maker it clear 
that A l a s k a  does net fir'just its exemptic for inflation. 
E s tat es ard trusts will not r e c e i v e  m y  exemption.

Under sec. 4 of the  bii. , p r o posed  AS 43.20.031 (j), (k), and 
(1) , relating to gross i n c o m e , adju sted gross income, ard 
ta xable income, will appear in an e x i s t i n g  statute e ntitled 
"Taxable income of residents; deductions; ex emptions." 
AH 43.20.031 . because those p r o p p e d  subsections are in­
tended to apply to all taxpayers, r esid e n t  or not, proposed 
AS 4 3 . 2 0 . 0 3 1 fm) defines "individual" and "fiduciary" to mean 
resident, nonresident, or p a r t -year r e s i d e n t  individuals ard 
fiduciaries. If this b i l l  ir enacted, tie revisor of s t a t­
utes should c h a n g e  the title of AS 43.20.021 to r e flect  that 
the s e ction  no longer applies o n l y  to residents.

residents w i l l  receive a credit for taxes paid to o t her 
states cn income earned in tho other states. Nonres i d e n t s  
do not recei ve this credit since the income earned outside 
the state is not taxed. There taxpayers q u a l i f y i n g  for the 
permanent fund dividend cun elect to have the divicer.c a p­
plied d i r e c t l y  against their tax liability. The D epa rtment
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of Revenue w i l l  adopt r egula t i o n s  specifying the procedure 
for r e q u e s t i n g  the PFD offset. These provisions  appear in 
p roposed AS 43.20.062/ in sec. 8 ol the bill.

E m p l o y e r s  will be required to w i t h h o l d  tar.es from their e m­
ployees' wages, remit the tares, arc1 file w i t h h o l d i n g  r e­
turns and reports w i t h  the department. The depa r t m e n t  will 
establish the rate of withhol ding. Em ployers w i l l  be 
re q ui red to furnish e m p l oy ees w i t h  wage and tax statements 
by J a n u a r y  .31 c' each y e a r  or w i t h i n  30 days after the t e r­
min a t i o n  of employment, w h i c h e v e r  is earlier. The w i t h h o l d­
ing p r o v i s i o n s  are in sec. 9 of the bill.

S e ction 3 of the bill am ends AS 43.20.030(d) to require that 
every taxpayer, w h ether individual, iiducinry, or corporate, 
is r e q u i r e d  to file an amended state tax return w ithin 60 
days alter filing an amended federal return cr within 60 
days after a federal assessment. Any additional tax due, 
t.ocether with accrued interest, must also be p a i d  w ithi n the 
60-day p e n o c .  Tl:c e x i s t i n g  language of that subsection 
require s that a "notice" be filed within the 60 days, and 
leaves u n c l e a r  the dv.e drtc of any addit i o n a l  tax or penal- 
ty.

Se c ti ons 2 and 10 make c o n f o r m i n g  changes. Feet.ion 11 r e­
peals the pro vis i o n s  relating to tax credits for political 
co n t r i b u t i o n s  and child care (AS 43.20.013), as well as the 
pr o v i s i o n  in the longevi ty bonus p r o q r a m  d e a l i n g  with the 
t a x a b i l i t y  of the longevity borus (AS 47.45.120(a)). The 
effect of this last repeal is to m a k e  taxability of the b o­
nus track federal treatment. If the bonu-- remains taxable 
by the U n i t e d  States, the state v i ] 1 also tax it. If it is 
not taxed by tie United States, the state vili not tax it. 
AS 43.20.012 is repealed b e c a u s e  it state:? that AS 43.20 
does not apply to individuals or fiduciaries. In addition, 
that rccticn contains a reference  to AS 43.20.013, w h i c h  is 
also b e i n g  repealed  in see. 11 oi the bill.

in summary, a t axpayer u n d e r  this bill, w o u l d  b e g i n  w i t h  "to­
tal reaeral income," that is, line 23 or the 19P6 federal 
1040 form. C c c t - o f - l i v i n g  allow a n c e  income auO. tax exempt 
interest income w o u l d  be andec, and interest on U.S. o b l i g a­
tions, state income tax refunds, alimony paid, and the p e n­
alty o n  e a r l y  wi thdrav.’al of savings from time deposits would 
be deducted. Personal c x e m p t i c r n  wo uld he applied against 
the result, tc produce "ta .able income." Kittholding, the 
credit ror taxes paid other states, anc. the FPL' o f  feet, 
w ould then be applied a g a i n ; t  the tax liability.
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I bel ieve that an income tax is an essential step in p r o v i d­
ing recure revenues for public services. I urge your p r o m p t  
and favorable consid eration of this proposal d uri ng this 
l egislative session 
m a y  have to oiler.
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C o n t i n u a t i o n  f o r  F i s c a l  N o t e / B 1 1 1  A n a l y s i s  

I n d i v i d u a l  I n c o m e  T a x  

D e t e r m i n a t i o n  o f  F i s c a l  Y e a r .  N e t  R e c e i p t s

1 .  A h i s t o r i c a l  a n a l y s i s  o f  c a s h  f l o w s  f r o m  t h e  A l a s k a  I n d i v i d u a l  
I n c o m e  t a x  I n d i c a t e d  t a x  o v e r p a y m e n t s  o f  a b o u t  25'/. .  T h e s e  
o v e r p a y m e n t s  r e s u l t  1 n  r e f u n d s  w h e n  r e t u r n s  a r e  s u b m i t t e d  1 n  
J a n u a r y  t h r o u g h  A p r i l  o f  t h e  y e a r  I m m e d i a t e l y  f o l l o w i n g  t h e  t a x  
y e a r .

2 .  F o r  t h e  f i r s t  f i s c a l  y e a r  ( F Y 8 8 )  we  a s s u m e  t h a t  l a g s  1 n  t h e  
s u b m i s s i o n  a n d  p r o c e s s i n g  o f  w i t h h o l d i n g  a n d  e s t i m a t e d  p a y m e n t s  
r e s u l t  1 n  2 6 . 7  p e r c e n t  o f  t o t a l  a n n u a l  c o l l e c t i o n s  b e i n g
r e c e i v e d  d u r i n g  t h e  f i r s t  t wo  q u a r t e r s  o f  t a x  y e a r  1 9 8 8  ( I . e .
t h e  l a s t  t w o  q u a r t e r s  o f  F Y 8 8 ) .

3 .  T h e  c a l c u l a t i o n  i s :

$ 2 5 0  m i l l i o n  x 1 . 2 5  x . , 2 6 7  = $ 8 3  m i l l i o n

4 .  I n  t h e  f i r s t  h a l f  o f  s u b s e q u e n t  f i s c a l  y e a r s  t h e r e  w i l l  b e
r e c e i p t s  ( e . g .  w i t h h o l d i n g ,  e s t i m a t e d  p a y m e n t s )  f r o m  t h e  c u r r e n t  
t a x  y e a r  a s  w e l l  a s  c o l l e c t i o n s  o f  l i a b i l i t i e s  f r o m  t h e  p r e v i o u s  
t a x  y e a r .
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Department  of  Revenue 
A d m i n i s t r a t i v e  S e r v i ce s  Di v i s ion  

F i s c a l  Note Analys i s  
I n d i v i d u a l  Income Tax B111 

2/26/87

Assumpt ions :

1.  The A d mi n i s t r a t i v e  S e r v i ce s  Di v i s i on  w i l l  be r e s p o n s i b l e  for  t he  fo l l owing 
f u n c t i o n s  r e l a t i v e  to t he  Alaska I nd i v i du a l  Income Tax Withholding System 
and t he  Alaska I nd i v i dua l  Income Tax Return P rocess ing  System.

a) Design,  purchase and d i s t r i b u t e  a l l  neces sa ry  tax r e t u r n s  and r e l a t e d  
forms.

b) Process  a l l  t ax  r e t u r n s ,  I nc l ud i ng  mall  han d l ing ,  mi c r o f i l mi ng ,  
document review,  d a t a  c a p t u r e  and f i l i n g .

c) Process  a l l  r e mi t t a n ce s  of t ax  due which 1s r ece ived  wi th t ax  r e t u r n s .
d) Design,  program,  t e s t ,  document ,  and ma in t a i n  t he  automated Alaska

I n d iv i d u a l  Income Tax Wi thholding System and Alaska Ind1v1Jual  Income 
Tax Return Process i ng  System.

e) Process  and account  f o r  a l l  I nd i v i du a l  Income t ax  refunds  to 
I n d i v i d u a l s .

f)  E s t a b l i s h  an automated b i l l i n g  subsystem f o r  r o u t i n e  tax 
d e f i c i e n c i e s ,  p en a l ty  and I n t e r e s t .

g) Acqui re  and ma in t a i n  computer  c a pa c i t y  to accommodate the  two systems
and t he  access  r eq u i r ed  by the  d ep a r t m e n t ' s  u s e r s .

2.  The Department  of Revenue w i l l  c o n t r a c t  wi th  a bank to provide  a
" lock-box"  f u n c t i o n ,  wi th  employees d e p o s i t i n g  a l l  I nd iv i dua l  Income taxes  
wi thhe l d  on a monthly b a s i s .

3.  The Department  of A d m i n i s t r a t i o n ' s  da t a  p ro ce s s ing  chargeback system wi l l
r e q u i r e  t h a t  t he  Department  of  Revenue budget  f o r  t he  c o s t  of da t a  
p ro ce s s ing  r esources  used by the  wi t hho l d i ng  system and r e t u r ns  p rocess i ng  
sys tem.  The t o t a l  chargeback 1s budgeted 1n Ad mi n i s t r a t i v e  S e r v i c e s .

4.  The Permanent  Fund 01v1dend program w i l l  s t ay  I n t a c t  through FY92, 1n I t s
c u r r e n t  form.

5.  The p ro ce s s ing  of Wi thhold ing  and I nd iv i du a l  Income Tax r e t u r ns  w i l l  be
automated as much as p o s s i b l e .

6.  The Alaska I nd iv i dua l  Income Tax Withholding System must be 1n p l ace
b e f o r e  January 1,  1988.

7. The Alaska Ind iv idua l  Income Tax Return Process i ng  System must be 1n place
before  January 1,  1989.

8.  The f i s c a l  note does not  I nc lude  t he  Incremental  c o s t  of provid ing  space
f o r  t he  employees and equipment  r e q u i r e d .  A f t e r  reviewing the
d ep a r t m e n t ' s  t o t a l  f i s c a l  n o t e ,  a d e t e r m i na t i on  of t o t a l  space needs w i l l  
be made, and an amendment to  t he  Ad mi n i s t r a t i v e  Serv i ces  D i v i s i on ' s  f i s c a l  
note  w111 be submi t t ed .



9.  The Impact  of Implementing t he  Alaska Ina1v1dual  Income Tax ori computer 
r e s ou rc es  has not  been de t e rmi ned .  Af t e r  reviewing the Implementat ion 
p lans  and f i s c a l  notes  of  the  o t he r  d i v i s i o n s ,  a p r e l i mi na r y  d e c i s i on  w i l l  
be made as to the use of m1n1-computers versus  mainf rames,  and an e s t i ma t e  
of  the  da t a  p rocess i ng  f i s c a l  note w i l l  be p r e pa re d .

10.  Given the  e x i s t i n g  f ed e r a l  t ax  law, t h i s  b i l l  r e q u i r e s  a l l  persons 
r e c e i v i n g  a permanent  fund d iv idend  to  f i l e  an Alaska Ind iv i dua l  Income 
Tax r e t u r n .

Program Summary:

The Alaska Ind iv i dua l  Income Tax w i l l  r e q u i r e  the  c r e a t i o n  of two major 
p ro ce s s i ng  systems:

1) Alaska I nd iv i dua l  Income Tax Withholding System.
2) Alaska i nd i v i dua l  Income Tax Return Process i ng  System.

In a d d i t i o n  to de s i g n i n g ,  programming and ma i n t a i n i n g  the two above mentioned 
automated sys tems ,  the Ad mi n i s t r a t i v e  S e r v i ce s  Di v i s i on  w i l l  p r o ce s s ,  review,  
mi c r o f i lm,  and da t a  cap t u re  approxima te ly  70,000 wi thho l d i ng  forms and 455,000 
Alaska I nd i v i du a l  Income Tax r e t u r n s  a nn ua l l y .  Refund war r an t s  w i l l  be I ssued 
on approximate ly  213,750 of t he  r e t u r n s  f i l e d .  In a d d i t i o n ,  approximate ly
25,000 I nd i v i du a l  l e t t e r s  w i l l  be p r e pa r e d ,  ma i l ed ,  and c o n t r o l l e d  1n response 
t o  persons  who f i l e  i ncomplete  t ax  r e t u r n s  or  whose t ax  r e t u r n s  r e s u l t  1n a 
mathemat i ca l  ad jus tmen t .

F i n a l l y ,  t he  a d d i t i o n  of  such a major  program to t he  Department  of Revenue 
w i l l  d e f i n i t e l y  Impact  the a b i l i t y  of t he  Ad mi n i s t r a t i v e  Serv i ces  Di v i s ion  to
provide  genera l  a d m i n i s t r a t i v e  s uppor t  s e r v i c e s  wi t h  the e x i s t i n g  s t a f f .

The Adm1n1scrat1ve Serv i ces  Di v i s i on  w i l l  r e q u i r e  s t a f f i n g  as e a r l y  as FY88 1n 
o rde r  to des ign  and e s t a b l i s h  t he  computer ized p ro ce s s ing  systems e nv i s i oned ,  
and to produce the forms r e q u i r e d .  In l a t e  FY88, s t a f f i n g  w i l l  come on board 
t o  p rocess  t he  Withholding r e p o r t s  and r e t u r n s .  In FY89, a d d i t i o n a l  s t a f f  
w i l l  be needed to  suppor t  t he  Alaska I nd i v i dua l  Income Tax Return Process ing  
System.  The a n a l y s i s  below shows the e s t i ma t ed  ex p en d i tu r es  for  FY88 -  FY92.

FY88

1. P o s i t i o n s :

A. Data Process ing :

1 PFT Analyst /Programmer  V, R21,
@ $ 4 , 856/Mo I nc luding  s a l a r y  and 
b e n e f i t s  for  12 months

2 PFT Analyst /Programmer IV, R19,
0 $ 4 , 281/Mo each Inc lud i ng  sa l a r y  
and b e n e f i t s  for  12 months

2 PFT Analyst /Programmer I I I ,  R17,
@ $3 , 730/Mo each Inc lud i ng  s a l a r y  
and b e n e f i t s  f or  6 months *

$58,272

102,744

44,760

- 2 -



The above a n a l y s t  programmer team w i l l  de s i g n ,  program,  and mainta in  the  two 
major  systems ment ioned above,  I nc lud i ng  a l l  subsystems and I n t e r f a c e s  wi th 
the  e x i s t i n g  Revenue systems and the Alaska S t a t e  Account ing System.

These systems w i l l  p rovide  f o r  a minimum of the fo l l owing :

Alaska I nd i v i dua l  Income Tax Wi thholding System:

* Onl ine  system comparable to the  f ed e r a l  sys tem wi th monthly d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  and an annual  r e c o n c i l i a t i o n .

•* D i r e c t  d e p o s i t  system a t  a " lock-box"  bank by employers.

* Automat ic g en e r a t i on  o f :
q u a r t e r l y  packe t s  of :
* monthly d e p o s i t  coupons
* q u a r t e r l y  t a x  r e t u r n s
n o t i c e s  of  t ax d e f i c i e n c i e s ,  pena l ty  and I n t e r e s t  
s t anda r d  cor respondence  
management r e p o r t i n g  d a t a .

* I n t e r f a c e  wi th  account s  r e c e i v a b l e  system and Alaska I nd iv i dua l  
Income Tax Return P rocess i ng  System.

Alaska I nd i v i du a l  Income Tax Return Process ing  System

* document l o c a t o r  number system
* r e t u r n  da t a  ca p t u re
* o n l i n e  systems

a c c e s s / i n q u i r y
address  changes
s t a t u s  change sys tem
g e n e r a t i o n  of out  cards
use of mi c r o f i l m vs hard copy for  review
automated c a l c u l a t i o n  checks
g e n e r a t i o n  of reduced refund n o t i c e s  wi th  appeal  r i g h t s  
g e n e r a t i on  of automated b i l l i n g s  f o r  d e f i c i e n c i e s ,  p en a l ty  and 
I n t e r e s t  wi th appeal  r i g h t s

* I n t e r f a c e  wi th  account s  r e c e i va b l e  system (A/R)
* I n t e r f a c e  wi th AIITWHS to  v e r i f y  claimed wi thho ld ing
* h i s t o r y  f i l e
* p o s s i b i l i t y  of  m u l t i - y e a r  f i l e  f or  easy access  to Informat ion on 

p r i o r  year  a c t i v i t y ,  e t c .
* check w r i t i n g  for  r e funds
* management r e p o r t i n g  da t a

B. Document P rocess ing :

1.  Mall room

1 PFT Clerk IV. R9, @ $ 2 , 343/Mo 
I nc l ud i ng  s a l a r y  and b e n e f i t s  for  
3 months = $7,029

This p o s i t i o n  w i l l  augment t he  e x i s t i n g  mallroom s t a f f  to perform the t ask of 
r e c e i v i n g ,  opening,  s o r t i n g ,  and d i s t r i b u t i n g  an a d d i t i o n a l :

-3-



approxima te ly  70,000 o l ece s  of mall  due to t he  Alaska I nd iv i dua l  
Income Tax Withholding System (17,500 employers t imes four  q u a r t e r l y  
r e t u r n s .
han d l ing ,  s o r t i n g  and pos t ing  of a d d i t i o n a l  outgoing/ incoming mall  as 
f o l l ows :

approximate ly  7,000 miss ing  Informa t i on  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  and cor respondence  wi th  employers .

2.  Manual Review

1 PFT Tax Examiner I I I ,  R14, @
$ 3 , 124/Mo Inc luding  s a l a r y  and
b e n e f i t s  f o r  5 months = $15,620

2 PFT Document Processo r  I ,  R7, @
$ 2 , 118/Mo I nc luding  s a l a r y  and
b e n e f i t s  f o r  3 months = $12,708

These p o s i t i o n s  w i l l  manual ly review a l l  I nd i v i dua l  Income Tax r e t u r n s  f i l e d  
based on a prede termined c r i t e r i o n .

* I d e n t i f y  Incomplete r e t u r n s
* send out  a u t o m a t i c a l l y  genera t ed  miss ing  Informa t i on  l e t t e r s  and 

b i l l i n g  n o t i ce s

3.  Microf i lming

1 PFT Document P rocesso r  I ,  R7 @
$ 2 , 118/Mo Inc luding  s a l a r y  and
b e n e f i t s  f o r  3 months = $6,354

These p o s i t i o n s  w i l l  augment t he  e x i s t i n g  mi c r o f i l m s t a f f  to mi c r o f i l m,  as s i gn  
document l o c a t o r  numbers,  and d a t e  stamp 100% of I nd i v i dua l  Income Tax r e t u r ns  
f 1 l ed.

4.  Data Capture

2 PFT Data Process ing  Clerk I ,  R8,
@ $ 2 , 222/Mo i nc l ud ing  s a l a r y  and
b e n e f i t s  f o r  3 months =* $13,332

These p o s i t i o n s  w i l l  augment t he  e x i s t i n g  Data Ent ry  s t a f f  to da t a  c a p t u r e  and 
v e r i f y  cap t u red  da t a  of 100% of r e t u r n s  f i l e d .

C. General  Departmental  Suppor t  Serv i ces

1 PFT Chief ,  Income Tax Opera t i ons ,
R23, @ $ 5 , 558/Mo Inc lud ing  s a l a r y
and b e n e f i t s  f o r  12 months = $66,696

1 PFT Personnel  A s s i s t a n t  I I ,  R14,
@ $ 3 , 115/Mo Inc luding  s a l a r y  and
b e n e f i t s  for  12 months <= $37,380
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1 PFT Supply O f f i c e r  I I ,  R16 
@ $ 3 , 515/Mo Inc lud i ng  s a l a r y
and b e n e f i t s  f o r  12 months * $43,180

2 PFT Account ing Clerk I I I ,  RIO,
@ $ 2 , 468/Ho Inc lud i ng  s a l a r y  and
b e n e f i t s  f o r  12 months = $59,232

1 PFT P u b l i c a t i o n s  S p e c i a l i s t  I ,
R13, @ $ 2 , 915/Ho Inc lud i ng
s a l a r y  and b e n e f i t s  f o r  12 months $34,980

These p o s i t i o n s  w i l l  augment t he  e x i s t i n g  genera l  a d m i n i s t r a t i o n  suppor t  s t a f f  
for  the a d d i t i o n a l  programs and r e l a t e d  100»■ new employees.

* Pe r sonne l :
c l a s s i f i c a t i o n  of  p o s t i on s  and respond to r e c l a s s i f i c a t i o n  
r e qu e s t s
ma in t a i n  p a y ro l l  and l eave records
process  r e g i s t e r s ,  and a r r a n ge  In t e rv iews
handle  g r i e v a n c e s .  In forma t ion  r e q u e s t s ,  typ ing  t e s t s ,  e t c .

* F i s c a l :
I nc r e a s e  1n t r a v e l  r eque s t s
genera l  d i s t r i b u t i o n s
handl ing  I nc r e a s e  1n c a nc e l l ed  wa r r an t s

* - . p p l y  and purchas i ng :
I nc r e a s e  1n supply o rde r s  for  paper  I n t e n s i v e  o rg an i z a t i o n  
Purchases  I n c r e a s e :
* genera l  equipment
* computer  t e r m i n a l s ,  p r i n t e r s
* maintenance c o n t r a c t s
* genera l  o f f i c e  supp l i e s
Prope r ty  Control  ( t e r m i n a l s ,  f u r n i t u r e ,  c a l c u l a t o r s ,  e t c .  w i l l  
I nc r e a s e

* Forms management:
p r e p a r a t i o n  of  I nd i v i du a l  Income Tax bookl e t  each year 
( c o n s i de r a b l y  more complex than PFD book l e t )  
p r e p a r a t i o n  of employment wi thhol d i ng  forms 
mi sce l l aneous  s up po r t  forms:
* miss ing I n forma t i on  l e t t e r
* den ia l  forms
* check s tock  ( r e f u nd s )

* Genera l :
genera l  s u p e r v i s i o n  and management of  major a d d i t i o n a l  l i ne  
program 1n d i v i s i o n ,  In a d d i t i o n  to:
* permanent  fund d iv idend  program
* shared t axes
* a d m i n i s t r a t i v e  s e r v i c e s  to the  depar tment

1 PFT Clerk Typist III, R8,
@ $2,222/Ho Including salary
and benefits for 12 months = $26,664
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TOTAL PERSONAL SERVICES

2. Other  E x pe nd i t u r e s : 

a) T r a v e l :

o n - s 1 t e  review of s e l e c t e d  t ax r e t u r n  
p ro ce s s i ng  systems 1n o th e r  s t a t e s  $4.0

t r a i n i n g  f o r  ana lys t /p rogrammers  1n
command l eve l  CICS and Wang VS Cobol.  $6.0

TOTAL TRAVEL

b) C o n t r a c t u a l : 

Terminals

1. 3 Wang 4250 wo rk s ta t i o ns $18,216
2. 3 Wang emulator  boards 2,415
3. 2 Wang 4230 key-punch t e r m i na l s ,

2 months $1,800
4. H1crof1lmer ,  wi th maintenance ,

3 months $3,792
5. 4 phones,  cen t r ex  c o s t s ,  l ocal

and long d i s t a n c e $5,390
6. p r i n t i n g :  Withholding Returns ,  

Deposi t  Coupons,  enve lopes ,
c a l e n d a r s ,  W-4' s ,  e t c . $42,000

7. pos t age 22,000

TOTAL CONTRACTUAL

c) S up p l 1es :

Computer,  mi c r o f i l mi ng ,  d u p l i c a t i n g ,  genera l  consumption

d) Equipment : None.

TOTAL EXPENDITURES

3.  Funding -  General  funds

4. S ec t i on  Cost  Analys i s  -  N/A

Computat ions -  ,</A
Economic Impact  - N/A
Impact on Local Government - N/A

$10.0

$528.0

$95.6

$4.0

$637.6
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1 PFT Analyst /Programmer  V ,  R21,
@ $ 4 , 856/Mo Inc lud i ng  s a l a r y  and 
b e n e f i t s  f o -  12 months = $58,272

2 PFT Analyst /Programmer  IV, R19,
0 $ 4 , 281/Mo each- I nc l ud i ng  s a l a r y
and b e n e f i t s  f o r  12 months = 102,744

2 PFT Analyst /Programmer  I I I ,  °17,
0 $ 3 , 730/Mo each I nc l ud i ng  s a l a r y
and b e n e f i t s  f o r  12 months = 89,520

The above a n a l y s t  programmer team w i l l  des ign ,  program,  and mainta in  t he  two 
majcr  systems ment ioned above,  I nc lud i ng  a l l  subsystems and I n t e r f a c e s  wi th 
the  e x i s t i n g  Revenue systems and the  Alaska S t a t e  Account ing System.

These systems w i l l  p rovide  f or  a minimum of the f o l lowing:

Alaska I nd i v i du a l  Income Tax Withholding System:

* Onl ine  system comparable to t he  f ed e r a l  system wi th monthly d e p o s i t s ,  
q u a r t e r l y  r e t u r n s ,  and an annual  r e c o n c i l i a t i o n .

* D i r e c t  d e p o s i t  sys tem a t  a " lock-box" bank by employers.

* Automat ic g en e r a t i on  o f :
q u a r t e r l y  packe t s  of :
* monthly d e p o s i t  coupons
* q u a r t e r l y  t ax  r e t u r n s
n o t i c e s  of t ax  d e f i d e n c l e  , pena l t y  and i n t e r e s t  
s t anda r d  cor respondence  
management r e p o r t i n g  d a t a .

* I n t e r f a c e  wi th  account s  r e c e i va b l e  system and Alaska Ind iv idua l
Income Tax Return Process i ng  System.

Alaska I nd i v i dua l  Income Tax Return Process inu  System

* document l o r a t o r  number system
* r e t u r n  da t a  cap t u re
* o n l i n e  systems

a c c e s s / i n q u i r y
address  changes
s t a t u s  change system
g en e r a t i on  of ou t  cards
use of  mi c r o f i l m vs hard copy for  review
automated c a l c u l a t i o n  checks
g en e r a t i on  of reduced refund n o t i ce s  wi th  appeal  r i g h t s
g en e r a t i on  of automated b i l l i n g s  f o r  d e f i c i e n c i e s ,  pena l t y  and
I n t e r e s t  wi th appeal  r i g h t s

FY89

1. Positions;

A. Data Processing:
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* I n t e r f a c e  wi th  account s  r e c e i v a b l e  system ( VR)
* I n t e r f a c e  wi th AIITWHS to v e r i f y  claimed wi t hhol d i ng
* h i s t o r y  f i l e
* p o s s i b i l i t y  of m u l t i - y e a r  f i l e  for  easy access  to Informat ion  on 

p r i o r  year  a c t i v i t y ,  e t c .
* check w r i t i n g  for  re funds
* management r e p o r t i n g  da t a

B. Document Process ing :

1.  Ha 11 room

1 PFT Clerk IV, R9, @ $ 2 , 343/Mo 
Inc lud i ng  s a l a r y  and b e n e f i t s  for  
12 months =

1 PFT Clerk I I ,  R7, @ $ 2 , 118/Mo 
Inc l ud i ng  s a l a r y  and b e n e f i t s  
f o r  6 months *

These p o s i t i o n s  w i l l  augment t he  e x i s t i n g  mallroom s t a f f  to perform the  task 
of hand l i ng ,  opening,  s o r t i n g ,  and d i s t r i b u t i n g  an a d d i t i o n a l :

* approximate ly  455,000 Ind iv i dua l  Income t ax  r e t u r n s  f i l e d  per  year .
* approximate ly  70,000 p i e ce s  of mall  due to  the  Ind iv i dua l  Income Tax

Withholding System.
* p o s t i n g ,  handl ing  and s o r t i n g  of a d d i t i o n a l  outgoing mall  as f o l l ows :

approximate ly  7,000 mi ss ing  Informa t i on  l e t t e r s ,  b i l l i n g  
n o t i c e s ,  e t c .

2.  Manual Review

1 PFT Tax Examiner I I I ,  R14, @
$ 3 , 124/Mo Inc luding  s a l a r y  and
b e n e f i t s  f o r  12 months =* $37,488

2 PFT Oocument Processo r  I ,  R7, @
$ 2 , 118/Mo each 1nclud1nq s a l a r y  and 
b e n e f i t s  f o r  12 months * 50,832

4 PrT Document P rocesso r  I ,  R7, @
$ 2 , 118/Mo each I nc l u d i ng  s a l a r y
and b e n e f i t s  f o r  6 months - 50,832

25 TEMP Document Processo r  I ,  R7, @
$ 1 , 569/Mo each Inc lud i ng  s a l a r y  and 
b e n e f i t s  f o r  6 months * 235,350

These p o s i t i o n s  w i l l  manual ly review a l l  Wi thholding and Indiv idual  Income Tax 
r e t u r n s  f i l e d  based on a prede te rmined  c r i t e r i o n .

* I d e n t i f y  Incomplete r e t u r n s
* send out  a u t o m a t i c a l l y  genera t ed  miss ing  Informat ion  l e t t e r s
* I d e n t i f y  r e t u r n s  for  desk examinat ion

$ 2 8 , 1 1 6

1 2 , 7 0 8
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3.  Microf i lming

This p o s i t i o n  w i l l  augment t he  e x i s t i n g  mi cro f i l m s t a f f  to microf i lm,  as s ign  
document l o c a t o r  numbers,  and da t e  stamp 100’/. of Wi thholding and Ind iv idua l  
Income Tax r e t u r n s  f i l e d .

4.  Data Capture

1 PFT Data P rocess ing  Clerk I I I ,  Rll
@ $ 2 , 613/Mo Inc lud i ng  s a l a r y  and
b e n e f i t s  f or  6 months = $15,678

2 PFT Oata P rocess ing  Clerk I ,  R8,
@ $ 2 , 222/Mo each I nc l u d i ng  s a l a r y
and b e n e f i t s  f o r  12 months = 53,328

1 PFT Data Process i ng  Clerk I ,  R8
@ $ 2 , 222/Mo Inc lud i ng  s a l a r y  and
b e n e f i t s  f o r  6 months = 13,332

10 TEMP Data P rocess i ng  Clerk I ,
R8 @ $1 , 657/Mo each Inc lud i ng
s a l a r y  and b e n e f i t s  f o r  6 months = 99,420

These p o s i t i o n s  w i l l  augment t he  e x i s t i n g  Data Captur ing s t a f f  to da t a  cap t u re  
and v e r i f y  cap t u red  da t a  of 100*/. of Withholding and Ind iv idua l  Income Tax 
r e t u r n s  f i l e d .

C. General  Departmental  Suppor t  Serv i ces

1 PFT Chief ,  Income Tax Opera t ions ,
R23, @ $ 5 , 558/Mo Inc lud i ng  s a l a r y  
and b e n e f i t s  f o r  12 months

1 PFT Personnel  A s s i s t a n t  I I ,  R14,
@ $ 3 , 115/Mo Inc lud i ng  s a l a r y  and 
b e n e f i t s  f o r  12 months =

1 PFT Personnel  A s s i s t a n t  I ,  R12,
@ $ 2 , 773/Mo Inc lud i ng  s a l a r y  and 
b e n e f i t s  for  12 months =

2 PFT Account ing Clerk I I I ,  R10,
@ $ 2 , 468/Mo each I nc l ud i ng  s a l a r y  
and b e n e f i t s  for  12 months *

1 PFT Clerk Typi s t  I I I ,  R8, <3 
$ 2 . 222/Mo Inc luding  s a l a r y  and 
b e n e f i t s  ror  12 months «

1 PFT Document Processor I, R7 @
$2,118/Mo Including salary and
benefits for 6 months = $12,708

$66,696

37,380

33,270

59,232

26,664
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