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Economic Impact; N/ZA.

Impact on Local Government: N/A.

Suggest-d Amendments; None.

Attachments: Attachment A: “"Summary 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
Includes:

Miscellaneous
Includes:

00.0 hours
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.

45.0 hours
Setting up test files on IBM
Systems testing
Administrative functions, 1i.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 _ Agency Affected: Revenue
Title: "An act relation to the Arctic BRU: Administrative Services
winter games.

Sponsor: Bennett Components:

Reouestor: Senate State Affairs

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 TFv 87 1 FY 8 1FY 8 1FY 9 | FY A
OPERATING

I PERSONAL SERVICES 1 - 1 21.9 1 10.7 1 10".T"11 10.7
I TRAVEL i - | - | - 1 - 1 -
1 CONTRACTUAL 1 - 1 ,1.0 | 11.0 | 11.0 1 11.0
1 SUPPLIES 1 - | 0.2 | 0.2 1 0.2 1 0.2
I EQUIPMENT 1 - 1 - 1 - 1 - 1
I LANDS & STRUCTURES 1 - 1 - 1 - 1 - > -
I GRANTS, CLAIMS ! - 1 - 1 - 1 - 1 -
I MISCELLANEOUS 1 - 1 - 1 - 1 - 1 -
1 TOTAL OPERATING 1 - 1 33.1 1 21.9 1 21.9 1 21.9
1 CAPITAL ! - 1 1 - 1 - 1 -
I REVENUE | - 1 - 1 1 1
FUNDING: (Thousands of Dollars) )
1 fIFUFDAI FIlIMn 1 1 99 1 1 P 0 1 91 Q 1 91 0
| FEDERAL FUNDS I
I OTHER I
I TOTAL I 33.1 | 21.9 1 21.9 1 21.9
POSITIONS:
T~Rjll-time
I PART-TIME I 2
I TEMPORARY
ANALYSIS: Attach a separate page if necessary
(See attached)
Prepared By: Enrffv/f7l<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) page of

Senate Secretary

I FY S2
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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 theonly bill of this natuie
which will become law. The passage of multiple bills with varying
foimulas (%5, half of dividend, all or part ofdividend, 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 1san account.

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

5) Whereas the cost of programming changes will be a cne-tlme 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 1ln 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 onthe 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 trustaccount (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 = $11.2

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 1, R7
@ $2,117.76/Ho, Including salary and
benefits for 3 months $6.3

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 1, RS,
@ $2,221.64/Ho, Including salary and
benefits for 2 months = $4.4

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 $21.9
2. Other Expenditures:

a) Travel: None.

b) Contractual:

Data Processing Chargeback $5.0
Add additional page to PFD
booklet $6.0
c) Suppliles: $0.2
d) Equipment: Use existing equipment 0.0
TOTAL COST $33.1
3. Funding: General Fund.

4. Section Cost Analysis: N/A.

Computations: N/A.



Economic Impact: N/ZA.
Impact on Local Government: N/A.

Suggested Amendments: None.

Attachments: Attachment A: “Summary of DP

Needs"



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 30.0 hours
Includes: Edits
Batch [listings
Log sheets
DMS Online programs for lookup and changes 37.5 hours
Nightly Update of Changes 22.5 hours
Warrant Jobs 90.0 hours
Includes: F.1lntlng 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”erve necessary due to

returned and cancelled PFD warrants.

Miscellaneous 45.0 hours
Includes: Setting up test files on IBM

Systems testing

Administrative functions, 1l.e.

paper work required by Admin. DP

to add files and programs to tables.

TOTAL HOURS 300.0 hours






STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: SB 121

REQUEST Publish Date:
Revision Date: Bin/Res No: sb 121 Agency Affected: Administration
Titl e: An Act relating to retirement BRU: Retirement and Benefits
credited service for temporary service
Sponsor: Duncan Components: Retirement and Benefits
Requestor: senate State Affairs
EXPENDITURES/REVEh UES:  (Thousands of Dollars)

FY 87 FY 88 FY 89 FY 90 FYy 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

FUNDTNG: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 1/A 4 PCM RCPT! 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 1 0
TEMPORARY 0 0 0 0 0 1 0

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 1is provided in the attached
letter to Senator Abood.

Prepared By: John A. Logan Phone: (907) 465-W0
Division: Retirement and Bcrfef/ts Date: February 13, 1987
Approved by Commissioner: Garrey Peska Date. ~/ /2?2 /% 2

Agency: Department of Adroinistrdtio-n

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 9/16/86
senate Secretary Page of 8/6K3/0202-01/1-2



POSITION PAPER

SB 121

This bill removes the ~""equirement for members of the Public Employees*®
Retirement System (PERS) to claim credit for their temporary service
within one year of vesting. It requires those members who wish to
receive the credit but do not apply within one year of vesting to pay
an additional year®s interest on the indebtedness.

The removal of the deadline for claiming temporary service may
eliminate some appeals to the PERS Board by members who missed the
deadline. The 1legislation will have no fiscal impact on the Division

of Retirement and Benefits or on the PERS fund.

The department supports this bill.

Depute/Director of Division of Retirement & Benefits Date
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DEPARTMENT OF ADMINISTRATION

JIVISION OF RETIREMENT & BENEFITS
PLEASE REPLY TO:
C 2600 DENALI ST. SUITE 401

ANCHORAGE. ALASKA 99503
PHONE (907) 277-7504

V P.0.BOX CR
0JNEAU. ALASKA 99811-0203
PHONE: (907)465-4460

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

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

In accordance with AS 24.08.036, |1 am providing the analysis below on

Senate Bill 121. The analysis includes the

costs to the state if the bill 1is adopted and the

long-term and short-term
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 separatefiscal note.

This bill makes no changes to the PERS which would result in long-term or

short-term costs to the state. There will

actuarial soundness of the PERS fund if this bill

JAL/cam/7

not be any impact on the
becomes law.

Nolo Plceso Incluok Your Saciall Secunty Number nAl Conespondenco & Roouonts Concemiing You Brrefits
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STATE OF ALASKA Bill Version: SB 121
1988 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Administration
Title: Relating to retirement credited BRU: Retirement and Benefits

service for temporary service £n-n-:-1rm

Sponsor: Duncan Components: Retirement and’ IBCTujfiti k1 -1 \ | 1S
Requestor: fHi "ror-ri

EEB 51988

EXPENDITURES/REV INUES: (T lousands olF 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
M1SCELLANEOUS 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
TEMPORARY 0 0 0 0 0 0
ANALYSIS:  (Attach a separate page if necessary)
Prepared By: Robcn F. Stalnaker Phone:_ *g5-4*70
Division: Retirement and Benefits Date: Q1/78/B8
Approved by Commissioner: John M. Andrews Date:
Agency: Department of Administration n
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) Page of

Rev: 01/11/88
1V6K1/0128-H/3



POSITION PAPER

SB 121

This bill removes the reauirement for memb«_ s of the Public Employees”®
Retirement System (PERS) to claim credit for their temporary service
within one year uf vesting. It requires those members who wish to
receive the credit but do not apply within one year of vesting to pay
an additional year®s interest on the indebtedness.

The removal of the deadline for claiming temporary service may
eliminate some appeals to the PERS Board by members who missed the
deadline. The 1legislation will have no fiscal impact on the Division

of Retirement and Benefits or on the PERS fund.

The department supports this bill.

De~"~birector’ofIDivi”~on of Retirement x Benefits Date

Tommiss>;6nerHarrey Peska Date
Department of Administration
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DKIMEiIiniK”AT OF ATBON\
DIVISION OF RETIREMENT & BENEFITS

PLEASE REPLY TO:

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

JUNEAY. ALASKA 99811-0203
PHONE: (907)465-4460

The Honorable Mitch Abood

Chairman, Senate State Affairs Committee
Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Senator Abood:
i\e: Senate Bill

In accordance with AS 24.08.025, 1
Senate Bill 121. The analysis includes
costs to the state if the bill
have on the actuarial
(PERS) funds.
Retirement and Benefits are discussed

This bill

short-term costs to the state. There will
actuarial soundness of the PERS fund
JAL/cam/7

is adopted and the
soundness of the Public Employees®
Required changes to the appropriation for the Division of
in a separate fiscal

makes no changes to the PERS which would result in

if this bill

Public Empioyeoa nctifcmimt SvMem
*t Teacher Hctucmcnl System
. Judicial Mctirenn'nt System
*el ! Elected Public Off«cc«& Hetifement System
N National liuaid Retirement System
* le Territorial Retirement System
Retirees Voluntary Dental Vision Aud>o Plan
- Supplemental Drnel.I* SiStem
Giouo Meaitb'liti? insurance Benefits
Deferred Compensation Plan
Pubnc Employers Social Security Contributions

STEVE CONPER, GOVERNOR

February 13, 1987

121

am providing the analysis below on
the long-term and

short-term
impact the bill will
Retirement System

note.
long-term or

not be any impact on the
becomes law.

Nolo Pleaso Inclucke Your Social Soounty Number nAllCorrejpondonco A Roauosits Concont*ng Your Brolits



Public Employees Roluemont Syslom
crp Teachers Roliremonl System
Judicial Retirement Syslom
Elected Public Olliccrs Roliremonl System
National Guard Rotuempnt System
Territorial Retirement System
Retirees' Voluntary Denial Vision-Audio Plan

DEPARTMENT OF ADMINISTRATION Supplementsl Benefs Syser

Group HealltuLile Insurance Bonolits
D|V|S|ON OF RETIREMENT & BENEF'TS Deterred Compensation Plan

Public Employers Social Security Contributions
PLEASE REPLY TO:

X P.0.BOX CR C 2600 DENALI ST. SUITE 401 STEVE COWPER, GOVERNOR
JUNEAU. ALASKA 99311-0203 ANCHORAGE. ALASKA 99503 April 21, 1987
PHONE: (907)465-4460 PHONE (907) 277-7504 ’

Honorable Jan Faiks
President of the Senate
Alaska State Leaislature
P.0. 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.

IT 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 Al Adams w/encl.
Chairman, House Finance

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

02B41H Nolo Please Indudo Your Social Ssaraty Number InAll Gorrespondence & Rogposits Concermiing Your Baotits



received

RESOLUTION OF THE Ap« 171987

PUBLIC EMPLOYEES®" RETIREMENT BOARD Division ol Reiiremcnt & fonellls

WHEREAS, the Public Employees®™ Retiremc t (PERS) Board is empowered to
consider and adopt resolutions on matters pertaining to changes 1in policy
and revisions of Chapter 39 of the Alaska Statutes;

WHEREAS, the PERS Board at 1its spring meeting on March 25, 1987, 1in
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, 1if it 1is determined by the
Legislature that such a program 1is still needed, the Board would be
supportive of reinstituting Iit;

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 numerous appeals by members who were denied temporary 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 // day April, 1987.

PUBLIC EMPLOYEES®™ RETIREMENT EOARD

C.R. "Steve" Hafling, Chairmen?~



Public Employees' Retirement System
Crp Teachois Reluemonl Syslom
Judicial Retirement System
Elected Public Olliccrs Retirement System
National Guard Retirement System
Teiulotial Retirement System
Holuees Voluntary Dental Vision Audio Plan

DEPARTMENT OF ARMINISTR ATION Supplementa Benelis System

Group HcaitrvLile Insurance Oenelits

Dl\/lSlO\l (]: RE“RENENT * BENEFITS Deterred Compensation Plan

Public Employers Social Security Contributions

PLEASE REPLY TQ
P.O.BOXCR [ 2600 DENALI ST. SUITE 401 STEVE COWPER, GOVERNOR
JUNEAU. ALASKA 99811-0203  ANCHORAGE. ALASKA 99503 a1\t 21, 1087
PHONE: (907)465-1460 PHONE (907) 277-7504 ’

Honorable Ben Grussendorf
Speaker of the House
Alaska State Legislature
P.0. 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 claiming 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 1in 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 Al Adams w/encl.
Chairman, House Finance

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

02 B4LH Nollo Ptmeso Indg0oYou Social Socunty Numoe* InAll Coaospondenco & Roguost* Concrmity >aur Bmofes



received

fIPR 17 1937
RESOLUTION OF THE

PUBLIC EMPLOYEES® RETIREMENT BOARD Dhisond Riiienant 8&Barits

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 1its 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, 1if it is determined* by the
Legislature that such a program 1is still needed, the Board would be
supportive of reinstituting Iit;

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 numerous appeals by members who were denied temporary credit

because they missed the deadline. Since the cost of claiming temporary
service 1is 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






ANCHORAGE POLICE DEPARTMENT " tOUCF"

I-fc 8
4501 SOUTH BRAGAW STREET « ANCHORAGE, ALASKA 99507-1599
TELEPHONE (907) 786-8500
TONY KNOWLES RONALD L OTTE
MAYOR CHIEF

March 23, 1987

The Honorable Joe Josephson
Alaska State Legislature
Pouch V (MS 3100)

Juneau, Alaska 99811

RE: SB 127

Pear Senator Josephson,

We have reviewed SB 127 pursuant to your request and can support
the bill as currently drafted.

We do not see any negative impact to law enforcement, at leant in
the Anchorage area.

The bill would seem to provide an additional measure of
protection to the insurance buying consumer, and we certainly
support that aspect.

If we can be of any further assistance in this matter, please
feel free to contact us.

Sincerely,

Del Smith
Acting Chief of Police

DS:dl
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BILL NO: gg 127 DATE: Marc], 13, 1987

TITLE: An Act relating to motor CONTACT: Rill Brown
vehicle insurance 465-4335
Sections 1 and 2 of this bill amend areas of the mandatory insurance

law that DW has experienced problems with in administering the law.

Several drivers have purchased insurance, generally upon purchasing a
new vehicle, and after an accident are informed the policy only covered
damage to their vehicle to protect the lienholder, and did not include
liability coverage required under the mandatory insurance law. Section
1 of this bill is to help alleviate that problem. The department
supports this section.

Section 2 will exempt employees who are driving during the course and
within the scope of their employment from the provisions of the manda-
tory insurance law. The department supports this intent, however,
would recommend the amendment be in Section AS 28.22.240, and not as
included in this bill. It is recommendedthe amendment read as fol-
lows: "(h) If the driver at the time ofthe accident was driving in
the course and within the scope of employment a vehicle owned or leased
by the driver's employer, the suspension provisions of this chapter

apply to the employer, and do not apply tothe driver.". Section 2 as
proposed in the bill exempts the employee, however, does not authorize
action against the employer. The above recommended change will allow

action against the uninsured employer.

The Department of Public Safety would support this bill if the mandato-
ry insurance program is adequately funded, but not at the expense of
our other programs. Due to FY87 and FY88 budget cuts, it is the
current plans of the department to discontinue administration of the
program effective July 1, 1987. The reason discontinuing this program
was chosen over other programs within the Driver Services Component of
the DW budget is it would have less impact on highway safety than
discontinuing other programs.

WILLIAM R. NIX
Acting Commissioner
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STATE OF ALASKA 1957 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version :

RFQUF.ST: Publish Date :

Revision Date: 3-13-47 Agency Affectedm Public Safety

Tide : An Act: relating to motor vehicle BRU . Motor Vehicles

insurance.

Sponsor: Joseohson Components Driver Services

Requestor:  e:>TVr> ~r-ifr* AFf.iirg L

F.XPF.NDITUR ES/RF.VENUES: (Thousands of Dollars')

OPERATING FY 37 FY 88 FY 39 FY 90 FY 91 FY 92
PERSONAL SERVICES on o 238.1 245.2 252.6 130.1
TRAVEL
CONTRACTUAL 25..7? 26.8 27.6 28.4 14.7
SUPPLIES 4.0 4.1 4.7 4.2 )
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 260.4 269.0 277.0 1 285.3 147.0

CAPITAL

REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND 260.4 269.0 277.0 285.3 147.0
FEDERALFUNDS
oriiER
irrrAt. 2b0.4 269.0 227.0 28a. 3] 14/ .0
POSITIONS:

FUIL-TIME 7 1 7 7 / 7

PART-TIME
TEMPORARY 1

ANALYSIS :  (Attach a separate page if necessary)

Due to FY87 and FYS8 operating budget decrements, the positions that admin-
ister the mandatory insurance law have not been funded in rYS8. This fiscal
note reflects what the cost would be if the department were to continue to

administer the program until the law is repealed 1-1-92, as amended in this

PrcjAiypby: V3 HT=BIfff Phone : in ~-AT72¢
Division: Motor Vehicles nv,»- 3-1 (-87

" Approved by Commissioner: - Ats Date : " ZII ke —1
Agency: puh'ic Safety

Distribution (by preparer):
Legislauve Finance
Legislative Sponsor
Requestor
Oificc of Managerr it and Budget
Impacted Agency(ies) P3ge—i— of ——
Senate Secretary



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. SB 1-7

PERSONAL SERVICES

DW originally received 9 positions to administer the mandatory
insurance law. Due to a lower than expected number of requests
for administrative hearings, and a drop in the number of DW
administrative revocation hearings, two positions (PCN 12-5224
and PCN 12-5227) which were vacated in 1986, are no longer
required, thus not included in this fiscal note. The seven
current positions for which funding is being requested to con-
tinue to administer the mandatory insurance law are as follows:

1 Records & Licensing Supervisor

Juneau, 16L 55.4
1 Clerk 1V, Jureau, 9D 30.5
1 Doc. Proc. Clk II1l, Juneau, 10B 31.4
1 Clk Typ 111, Juneau, 8C 29.3
3 Doc. Proc. Clk Il, Juneau, 8B 84.6
231.2 231.:
CONTRACTUAL
Postage 20.0
Telephone tolls 3
Maintenance of office machines 2.0
Printing of forms 2.4
25.2 25.
SUPPLIES
Office and microfilm supplies 4.0 4.0

TOTAL 260.4

A 3% inflation factor was used for FY89 and subsequent years.



Alaska State Legislature

Senate

Official Business Pouch V
State Capiiol
Juneau, Alaska 99811

March 4, 1987

William R. Nix

Acting Commissioner
Department of Public Safety
State of Alaska

P.0. Box N

Juneau, Alaska 99811

Dear Commissioner NiXx:

I read the Department™ position paper on my bill, SB
127, and note vyour recommendation to <change the date in
Sections 3 and 4 to July 1, 1987, and the statement of
support for the bill "if the recommended amendments are

made" .

Of course, the very purpose of SB 127 includes, at
least by implication, a desire that the mandatory 1insurance
lav/ be administered on a continuous basis after July 1,

1987. Assuming that intent, | would appreciate having the
Department vreview 1its position paper and 1its Tiscal note.
The report of the Department, as | read it, says that the

mandatory 1insurance program has done a Jlot of good 1in
reducing the number of uninsured drivers on Alaska roads by
a factor of about 50%, but that the program has been
difficult or costly to administer. I think what I am asking
for is a fuller statement of the trade-offs so that the
legislature can weigh the pros and cons of SB 127 and
continue administration of the mandatory 1insurance law.

Your comments and suggestions would be most welcomed.
I could not in good conscience, knowing how the program has
worked to reduce the number of uninsured motorists,
incorporate the suggested amendment to the Dbill. It 1is
rather my intention to press for passage of a bill which
would direct the Department to continue administration of

the progranm. I would need to know, though, what amount of
money that would cost for FY*88 if administration is
continued.

Sincerely

tioe Pf Josephson
State Senator

JPJ:rak
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BILL NOi SB 127 DATE: February 19, 1987

TITLE. An Actrelating to motor CONTACT: gill Brown
vehicle insurance 465-4335
Sections 1 and 2 of this bill amend areas of the mandatory insurance

law that DW has experienced problems with in administering the law.

Several drivers have purchased insurance, generally upon purchasing a
new vehicle, and after an accident are informed the policy only covered
damage to their vehicle to protect the lienholder, and did not include
liability coverage required under the mandatory insurance law. Section
1 of this bill is to help alleviate that problem. The department
supports Section 1(a), however, does not feel Section 1(b) is neces-
sary.

Section 2 will exempt employees who are driving during the course and
within the scope of their employment from the provisions of the
mandatory insurance law. The department supports this intent, however,
would recommend the amendment be in Section AS 28.22.240, and not as
included in this bill. Itis recommended the amendment read as
follows: "(h) If the driver at the time of the accident was driving in
the course and within the scope of employment a vehicle owned or leased
by the driver's employer, the suspension provisions of this chapter

apply to the employer, and do not apply to the driver.". Section 2 as
proposed in the bill exempts the employee, however, does not authorize
action against the employer. The above recommended change will allow

action against the uninsured employer.

The Department of Public Safety would support this bill if the depart-
ment was going to continue to administer the mandatory insurance law.
However, due to FY87 and FY88 budget cuts, it is the current plans of
the department to discontinue administration of the program effective
July 1, 1987. Therefore, the department recommends the date in Section
3 and Section 4 of this bill be changed to July 1, 19b7. The reason
discontinuing this program was chosen over other programs within the
Driver Services Component of the DW budget is it would have less
impact on highway safety than discontinuing other programs.

The department supports this bill if the recommended amendments are
made.

WILLIAM R. NIX
Acting Commissioner

FEB 651987



STATE OF ALASKA 19S7 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version :
Publish Date :

REQUEST:
Agency Affected:

rrij.

Revision Date:
Title: An Act relating to motor

insurance.
Sponsor: Josephson.... rnmnnn”nic e

vehicle

SB 127

Public Safety
Motor Vehicles

Driver Services

Requestor: senate .stfltp. Affairs. 1

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 88 FY 89

OPERATING FY 87

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0 - -0 - -0 -

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALPUND

FEDERALFUNDS

OTHER

WTAL -0 -

POSITIONS:

FULL-T1IME
PART-TIME
TEMPORARY

(Attach a separate page if necessary)
impact.

ANALYSIS
No fiscal

that administer the mandatory
from the DWW budget. Thus, it is

discontinue administering this program as of July 1,
(jJ&BiU Brown
Motor vehicles

v o fj
Approved by Commissioner: £ y <
Agency :

The positions

Prepared by:
Division: L]

Public Safety

FY 90

insurance
the department's current

Distribution (by prcpanr):
legislative Finance
Legislative Sponsor
Requestor
01lice of Management and Budget
Impacted Agcncy(ics)
Senate Secretary

FY 91 FY 92

law have been deleted
intent to
1987.

Phnn, . 465-*335
Datee_ L 1 + + L

r>ni. m A
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NAKNEK ELECTRIC ASSOCIATION, INC

POST OFFICE BOX 118 « NAKNEK, ALASKA 99633 « PHONE (907) 246-4261

November 1. 1985

Rep. Adelheid Herrmann Sen. Fred Zharoff
P.0. Box 63 P.0. Box 405
Naknek, AK 99633 Kodiak, AK 99615

RE: STATUATE COMPLIANCE TO FINANCIAL RESPONSIBILITY
Your Honors Herrmann & 2haroff:

This past and previous year extreme problem has arisen with
this Association, Naknek Electric Association, (N.E.A.) and
our neighboring cooperative, Nushagak Electric Cooperative,
(N.E.C.) and the Alaska Department of Environmental Con—
servation. (D.E.C.)

Compliance satisfaction with the Department to Section 1 as
46.04.040 (e) "Financial Responsibility”™ as formed in the law
provides a very constraining element for a small rural utility
to provide $1,000,000 in financial responsibility, or bonding,
or assurity.

We are put into this situation due to our geographic and econ—
omic location. With the requirements of providing economic

and reliable electric service to our given service areas, we
must have fuel; our fuel requirement constitutes near 50% of
our production costs.

In an effort to reduce our costs large volume storage vessels
have been constructed by our respective utilities to facilitate
bulk fuel procurement by joint bidding. One time a year we
have delivery in our ice bound ports providing a year round
supply along with reducing the exposure of handling fuel
several times a year outside of our property.

The net result has brought down fuel costs per gallon to .8714

for this years fuel. This saving reduced the delivered kilo—
watt hour by .02%<? for each delivered kilowatt hour to the
consumer. Likewise the first 750 kilowatt hours cap for

Power Cost Equalization (PCE) has realized the same reduction

of .02*sC, saving the PCE fund $168,885 for the two cooperatives.
This saving is for the State of Alaska by prudent action of

the cooperatives.



PAGE TWO
HERRMANN & ZHAROFF
November 1, 1985

Now then, the D.E.C. comes forth with unbending rules, reg—
ulations, and law forcing expenditures for premium of un—
obtainable insurance and or surity bonding, 1irrevocable line
of credit or proof of financial responsibility; of course,
the last being the most desirable but hereto unobtainable.
IT we do not have one of the previous required surities we
are outside of the law and subject to severe penalty as well
as being unable to obtain the necessary permit to off load
fuel.

This year, after spending nearly 10 months searching the
insurance market, (even from firms suggested by D.E.C.,
which 1incidentally flatly denied or did not respond to our
broker) we were able to provide D.E.C. with unconventional
one time surity for this years fuel off loading at our
facilities. We have been put on notice that the same
coverage will not be available next year. We, too, an—
ticipate conventional underwriting will not be available
nor will we be able to prove to satisfaction our financial
responsibility to the unbending D.E.C.

The law as written seems to be directed to non-permanent
principals in the business of transporting fuel rather than
permanent 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 service systems we could with

total attention to safety and integrity.

We and all utilities have every intention of continued
existence with address to our responsibilities. What we

are saying is, if we have a spill, we most certainly will
clean it up without the constraints of the law imposing
financial burden upon us, and more important yet, all of

our consumers are members of the community, and our members
derive their livelihood from the sensitive fishery environ—
ment and will see to it that we clean up any spill which may
occur.

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

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

Sincerely,

CEF/sp

cc: Dave Hutchens, Executive Director, A.R.E.C.A.
Roger Kemppel, N.E.A. & N.E.C., counsel
KEMPPEL, HUFFMAN, & GINDER



NUSHAGAK ELECTRIC CO-OPERATIVE, INC.

P. 0. BOX 350 .  DILLINGHAM, ALASKA 99376 . AREA CODE (907) 842*5251

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 1 have a prior commitment and so will
not bo ablo to communicato with you in person but hopefully 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 suspect however that *ika all other good things it must 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 "Moard 1.E., reduce the amount of

KWH subsidized to all present Pients. After some thought
however, 1 believe it would be *tr to limit the PCE program

to residential consumers only w ;Wwo exceptions: community
water and community sewer facill,. .. These services are vital
and essential to every community i , they do need power to oper—

ate effectively.

In closing I dobelieve that all P"E recipients should utilize
the same cap onKWH 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 Eloctric,
the City of Nome and Kotzebue Electric because it requires tnaw
"terminal operators”™ |.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 1i: 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, | 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. |
know 1 speak for all of the NEC Board of Directors and Membership of
the Co-operative when 1 wish you a productive session this year 1n
Juneau.

Yours very truly

DAVID F. BOUKER
Manager

- Page 2 of 2 -
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ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION, INC.

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

January 15, 1986

Representative Adelheid Herrmann
Alaska State Legislature

Pouch V (MS 3100)

Juneau, Alaska 99311

Dear Representative Herrmann:

Last November, Claude Franke and Dave Souker wrote yau about a

problem tley were having — and expecting to get worse — caused
by a statutory requirement that they buy strict liability
insurance for oil spills. Both NEC and NEA have increased their
fuel storage capacity in recent years in order to buy
competitively priced oil and store it themselves. It was

increasing their tank capacity above 10,000 barrels that makes
this statute apply to them.

For 1935 we went through great difficulty to find a way to help

these two small coops comply with the Ilaw. Their regular policy
for general liability insurance issued Dy the ARECA Insurance

Exchange provided $500,000 of oil spill insurance. There was no
other oil spill liability insurance available for them tc buy at

any price.

To get the additional $500,000 in coverage for them, what we had
to do was to get them to indemnify the Exchange and post an
irrevocable letter of credit payable to the Exchange to cover

costs of oil spills between $500,000 and $1 million, and the

the expenses incurred by tne L'xcnangu for setting it up. Viuc:*,
rimportantly, tais approach tied up a mn*'r p~rt "1 t;;e:r

credit capacity wnicn then could not be usou irrT normal easiness

relJa:.re.uents.

-or Irdu, even t.ne ARECA Insurance Jxcnange a mpi ot el / a
to pro/ide oil spill ‘insurance because it is n*t p-ssisle i
t™ buy reinsurance covering oil spills. Tr.is means ay Ve

way for NEC and NEA to comply with toe iaw is Y thywx us7t t71¢
cumbersome and expensive process of retaining :h

democracy in action



entire risk of _the $I 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 beable to borrowthe

money to buy the fuel which they would have soleresponsibility
to clean up 1if they spilled some of it.

This 1is 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 1idea 1is that a certificate of
public convenience and necessity for a utilityshould be proof in
itself of financial responsibility. A utilityisn®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 attorney who drafted it, 1 have
slightly reorganized the proposed statutory amendment. We hope

you will 1introduce a bill to resolve the problem being
experienced by NEC and NEA and push it through to passage.

Sincerely,
David Hutchens
Executive Director

DH/CF

cc Claude Franke, NEA
Dave Bouker, NEC
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Oil Spill Financial Responsibility Requirements

Who must prove financial responsibility for potential oil
spills.

AS .,6.04.040(a) - Everyone who operates an oil terminal
facility.

AS 46.04.120(11) defines oil terminal facility as anyone
who transfers, processes, refines or stores oil on or
near water.

AS 46.04.050 exempts facilities with Iless than 10,000
barrels of storage capacity.

Liabilities for which financial responsibility must be proved.

18 AAC 20.035 requires proof of financial ability to
respond to damage for each pollution incident covered
by AS 46.04.040(i)

AS 46.04.040(1) simply refers to the following:

AS 46.03.760(e) - Liability to the state for full
amount of direct and indirect cleanup costs.

AS 46.03.822 - Strict Iliability (without regard to
fault) for damages to persons or property
(public or private) resulting from an oil spill
unless the operator can prove the spill resulted
from an act of war, intentional or negligent act
of an unrelated third party, negligence by the
U.S. Government or State of Alaska, or an Act of
God.

AS 46.03 758 - Liability to the state for penalties
of:

$10.00 per gallon of oil in fresh water;
$2.50 per gallon of oil 1in an estuary;

$1.00 per gallon of oil in unconfined
saltwater.

Penalties can be multiplied by 5 as
punitive damages.

AS 46.03.760(a) - Liability to the state for civil
penalties of $500 to $100,000 for a violation
and $5,000 per day for each day the violation
continues.



Amount of financial responsibility which must be proved.

AS 46.04.040(a) requires $10 per barrel of storage
capacity or $1 million, whichever 1is greater.

How an operator can prove financial responsibility.

18 AAC 20.045 - Possession of ,Federal Maritime
Commission certificate. Not applicable to utilities.

18 AAC 20.055 - Self-insurance. To qualify, an operator
must maintain "working capital and net worth” 1in the
amount required in AS 46.04.040(a)-(c)- ($1 million).
In the Statute, AS 46.04.040(a), the term "working
capital and net worth™ are not used. The Statute
speaks of "ability to respond.”

18 AAC 20.065 - 1Insurance. Underwriter must be an
admitted carrier or approved by the Division of
Insurance. The policy must be written on an

occurrence policy form.
18 AAC 20.075 - Surety Bond. The surety must be
registered to do business in Alaska, possess a

current U.S. certificate and have sufficient
underwriting capacity.

18 AAC 20.085 - Guaranty. This permits some other entity
to qualify as a self-insurer and then guarantee the
operator®s financial responsibility.

Criminal penalties for violations.

AS 46.03.790

(a) Violation is a Class B misdemeanor.

(b) Wilfull violation is a Class A misdemeanor.

(c) Each day of violation is a separate violation.



OORROON &BLACK INC 4220 "B Street

Anchorage, Alaska 99503
907-562-2266 Telex: 25-109

February 6, 1986

David Hutchens

Chairman

ARECA 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 avail—
ability of Pollution Liability coverage for Alaska risks re—
quired to provide proof of financial responsibility for oil
pollution for "Fuel Storage Facilities”™, 1in compliance with
Alaska Statute Sec. 46.04.040(e) and 18AAC 20.065, here are my
findings after contacting various carriers and brokers, 1in—
cluding those insurance underwriters and brokers who have cur—
rent active policies.

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

(2) Employers Mutual Casualty Co. - This market does not
write monoline Pollution Liability coverage.
They are a member of the Pollution Liability Insur—
ance Association (PLIA) and only offer Pollution
Liability coverage in conjunction with other lines
of coverage (Property, General Liability, and Busi—
ness Auto.) Further information 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 1is the only 1insurance carrier that |1
was able to confirm is still affording 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 supplemental limit. Basic
form includes Defense Costs within the Aggregate
Limits of Liability. Further, their form does not

Insurance Surety Bonds Consultants



David Hutchens
February 6, 1986
Page 2

CORROON & BLACK/DAWSON & CO., INC.

comply with Alaska Statute unless amended to remove
the exclusions pertaining to resultant Property
Damage to: (a) Property owned or occupied or rented
to the Insured, (b) Property used by Insured, or
(c) Property in the Care Custody or Control of the
Insured or as to which the Insured is for any pur—
pose exercising physical control.

It 1s extremely unlikely that this carrier would
remove these standard exclusions pertaining to damage
occurring to and on the Insured ™ premises, including
the cost of clean-up.

(4) Midlands Insurance Company, 1Inc. - This particular
insuror has an A. M. Best®"s "Omitted" rating. The
financial security of this market 1is questionable. In
contacting this carrier, | was advised that they are
no longer a Pollution Liability coverage market.

In summary, 97% of the capacity previously available has
disappeared during the last 12 months. The premiums for Pollu—
tion Liability coverage have sky rocketed up to 1000%. There 1is
only one available monoline Pollution Liability market writing
in Alaska. This carrier is National Union Fire Insurance
Company of Pittsburgh, Pa. with 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 primarily tank oriented.
Therefore, availability is questionable since their recent
announcement. IT 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
$10,000,000.

Further checking found that there is a Pollution Liability
Insurance Association, referred to as PLIA, with approximately
18 member insurors, including but not limited to, Employers
Mutual Casualty Company, Chubb Insurance Group, U. S. Fire, Crum
& Forestor, Ranger, Century, and Industrial Indemnity. Unfor —
tunately, a lot of these insurors do not write in Alaska and all
member companies require the supporting lines of coverage
(Property, General Liability, and Business Auto) be written with
them to consider entertaining Pollution placement.

We have also explored the possibility of purchasing a Surety
Bond or Financial Guaranty as another means of providing proof
of financial responsibility. Neither of these two means are
true 1insurance, but rather an immediate remedy to a demand for
payment should a loss occur. The ultimate responsibility for



David Hutchens
February 6, 1986
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CORROON & BLACK/DAWSON & CO., INC.

the loss 1is still born by the individual utility, since this 1is
really a pass-through coverage via the indemnity requirement of
the Bond or Guaranty.

The premium for such coverage 1is very expensive and at times
equal to the Bond limit or Guaranty required, plus the cost of
the Bond. With the deteriorating experience on this type of
bonding, the number of carriers willing to write are limited,
and those who write the coverage are very expensive.

I hope that my findings will be helpful to you in presenting the
Pollution Liability coverage options available, or the lack
thereof, for your member utilities.

Sincerely,

/"jJoe Piccione, CPCU
."Marketing Manager

JP :sd
Attachment

cc: Wayne Brown
Nancy Jo Brown



ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION, INC.

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

February 21, 1986

Representative Mike Davis, Chairman
House Special Committee on Oil & Gas
Alaska State Legislature

Pouch V (MS 3100)

Juneau, Alaska 99811

Dear Mike:

As 1 indicated in our brief conversation yesterday afternoon,
we would really like to get HB 628 moving and hope you will schedule
it at the earliest opportunity. This letter 1is iIn response to a

request from Jonathan for additional information.

Enclosed is a copy of my letter to Representative Herrmann

asking that this kind of legislation be introduced. It gives the
background to the problem, specifically for Naknek Electric and
Nushagak Electric. Both are cooperatives and members of our

organization.

Also enclosed is a copy of correspondence from Glen Adams, of
the Department of Environmental Conservation, suggesting some other
places to look for means of complying with the statute. When |
received the letter from Glen, | gave a copy to our 1insurance
consultant and broker, Corroon & Black, Dawson and Company. After
they checked out each suggestion, Joe Piccione wrote me a letter
detailing their findings. A copy of this letter is enclosed. It
indicates conclusively that in today"s insurance market, compliance
is simply impossible.

Jonathan also asked which utilities have this problem, what are
their tank capacities, and how often do they fill their tanks.

At present, Nushagak Electric and Naknek Electric are the only
utilities which have had dealings with DEC on this 1issue. Kotzebue
Electric also has new tank capacity sufficient to bring them 1into
the same problem, but DEC has not yet made an 1issue of it with them.
Nome Joint Utilities, a municipal utility, is negotiating to lease
tank space to use 1in 1986. IT their negotiations are successful,
they will have sufficient capacity to face the same problem. (1
hope that my responding fully to Jonathan®s questions will not cause
problems for Kotzebue or Nome.)

DEMOCRACY IN ACTION
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The tank capacities for these four utilities will vary from
approximately 20,000 to 35,000 barrels. They typically fill their
tanks only once a year. That is why they need so much tank capacity
in these 1ice-bound communities.

We wunderstand that DEC has offered to "look the other way,”"™ but
even a non-willful violation of this statute is a Class B Misde —
meanor . Each day of non-compliance 1is a separate violation. this
is a serious business that simply must be resolved legislatively.

Thank you for your interest. IT you have additional
information, please let me know.

Sincerely,

Dave Hutchens
Executive Director

Enclosures

DH:ph



BILL SHEFFIELD, GOVERNOR

Telephone: (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 State House

P. 0. Box V

Juneau, AK 99811-3100 '

Dear Representative Davis:

During the last several weeks, the Department has testified before the Oil

and Gas Subcommittee on HB 628 and has worked with your office and staff

from Representative Herrmann's office in addressing the difficulties faced

by electric cooperatives in meeting the Department's oil pollution financial
responsibility requirements. He have also been working closely with the
Division of Insurance and representatives from the rural electric cooperatives
in this matter. Based upon numerous discussions with legislative staff, the
Division of Insurance, and a representative of the electric cooperatives,

| believe that we have identified ways to resolve these issues.

Such a resolution is largely dependent upon the Department addressing two

items: 1) amending our financial responsibility regulations to accept claims
made insurance policies, and 2) clarifying the types of damages that are covered
under the financial responsibility requirements. This letter is intended to
show the steps | am preparing to take to satisfy these concerns, thereby enabling
the cooperatives to meet the Department's financial responsibility requirements
in a cost effective manner.

First, | am prepared to amend the Department's financial responsibility
regulations to add claims made insurance policies as an option for oil facility
operators such as the electric cooperatives. He have worked closely with the
Division of Insurance on this change and have already drafted language to this
effect. At the same time that we reevaluate our insurance requirements, we
will be looking at the other options available for demonstrating proof of
financial responsibility to determine if any other revisions to the regulations
are necessary.
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With regard to the second issue requesting clarification of the types of damages
covered under the financial responsibilit y requirements, my staff has been, in
contact with the Attorney General's office on this matter. W have been assured
that the Department's financial responsibility regulations apply to the operator’s
liability to others, i.e. third parties. Therefore, insurance policies should

be available for this type of coverage. There has also been concern exp essed

by the cooperatives that insurance is not available to cover the civil damages
and penalities referenced under the financial responsibility statutes. This
position is predicated on the assumption that insurance will not pay for penalities
of a punitive nature. However, the civil penalty and damage statutes referenced
under AS 46.04.040 are not punitive. In fact, they are used for compensatory

and remedial purposes associated with liquidated damages to the State. It is

my understanding that insurance is available to cover these types of damages.

We have made substantial progress in identifying the issues and we have worked
to resolve the financial responsibility problem that has been brought before
the Legislature by the electric cooperatives. | believe that the action |
have outlined above will solve the difficulty in obtaining insurance.

It should also serve to provide more flexibility in the regulations and
make it easier for facility operators to satisfy the Department's financial
responsi-bility requirements.

Sincerely,

N
;y AI Vv
Bill Ross
Commi ssioner

cc. Representative Adelheid Herrmann
Representative John Sund
Christian Ulmann, Division of Insurance
Dave Hutchins, ARECA Insurance Exchange
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House Special Committee on Oil and Gas

April 2, 1986

Commissioner Bill Ross

Department of Environmental Conservation
P.0. Box O

Juneau, Alaska 99811-1800

Dear Commissioner Ross,

The House Special Committee on Oil and Gas recently held
a hearing on HB 628 and, subsequent to this hearing, conducted
several work sessions on the topic of the availability of oil
pollution insurance to electric cooperatives. Members of your
department, Rep. Herrmann®s staff, the Division of Insurance,
the Alaska Rural Electric Cooperative Association, and my
office i1dentified regulatory measures that could be taken to
allow electric cooperatives to meet oil pollution financial
responsibility requirements.

Your letter of March 25 acknowledged that the department
would be willing to make appropriate regulatory changes as an
alternative to the passage of HB 628. It is also my
understanding that the department is willing to take the
following actions in this regard:

1. Amend 18 AAC 20.065 to allow for the submission of
policies issued on a "claims made" basis in addition of
"occurrence" policy forms.

2. Secure an Attorney General®s opinion clarifying that
the financial responsibility requirements apply only to
third-party liabilities and not to damages to their own
premises or to penalties or punitive damages, and supply that
opinion to the electric cooperatives and their 1insurers.

3. As appropriate, either adopt regulatory changes
through the emergency regulatory procedure or enter into an
emergency compliance order with the affected utilities.



Thank you for your assistance and responsiveness 1in
attempting to resolve this matter.

Sincerely,

Reef MiKke Davis, Chairman
House Special Committee on Oil and Gas



MEMORANDUM

DECEIVED AlGa 6 136

State of Alaska

to Hal Brown DATE: July 17, 1986
Attorney General
Department of Law F"-EI\D
THEPHNEND 465-2600
FoOM Bill nuii subject Legal Opinion Re:

Commissioner _
Department of Environmental

Financial Responsibility
Statutes AS 46.04.040

Conservation

During the 1986 Legislature, legislation was Introduced to exempt electric
cooperatives from the Department of Environmental Conservation's oil pollution
financial responsibility requirements. The filing of this bill was triggered
by the difficulties that the cooperatives were experiencing 1n obtaining oil
pollution Insurance to meet the financial responsibility requirements of

AS 46.04.040. This Department, the Division of Insurance, and the Department
of Law worked closely with legislative staff and representatlves from the ,
electric coops to Identify and resolve the Insurance problems. . ry

During hearings and discussions on this legislation, the electric cooperatives,
raised concerns that the types of oil spill dama?es that they believed to be-
Included under the financial responsibility regulations make it difficult to
ootain Insurance. Insurance representatives for the cooperatives Indicated
that insurance is not available for damages to the insured's own property or
for penalties or damages of a punitive nature. The insurance Industry maintains
that insurance is only available for oil spill damages caused to third parties.

Consequently, during discussions of the bill, you office advised me that
financial responsibility requirements did, 1n fact, extend only to third
party liabilities. We were also informed that the Department's oil spill
penalty and damage statutes are clearly not punitive but Instead are used
for compensatory and remedial purposes. | Indicated my understanding of
this advise in a March 25 letter to Representative Mlke Davis.

As part of my effort to resolve this lIssue administratively, | agreed to
request an AttorneK General's opinion confirming the oral advise on the
scope of damages that are compensable under our financial responsibility
statutes. However, since the legislative session ended, we have found in
our files a memorandum of advice dated May 13, 1982 that addressed most
of the questions regarding financial responsibility that have been raised
by the Insurance representatives for the electric coops. Consequently,
the only questions that remain to be answered concern the issue of third
party liability coverage under the financial responsibility statutes.
Specifically, "I would appreciate your opinion on the following questions:

0 What kind of oil spill liability (e.g. third or first party) 1s
incurred by an oil operator demonstrating proof of financial
responsibility under AS 46.04.040(1)? In other words, does the law
require the operator to provide proof of financial responsibility to
cover oil spill damages to the operator's own premises?



Hal Brown —2- July 17, 1986

Attached are copies of HB 628, ny March 25, 1986 letter to Representative
Davis, his response of April 2, 1986, and the 1982 nemo of advice for
your Information. If your staff has any questions on this matter, Paul
O'Brien, oil spill program manager, can provide additional Information.
Thank you for your assistance.

Attachments
cc:  Doug Hertz

PO/bb



LAW OFFICES OF

KEMPPEL, HUFFMAN and GINDER
A PROFESSIONAL CORPORATION

ROGER R KCMPPCL 233 E. FIREWEED LANE. SUITE 200
RICHARO R. HUFFMAN

BETER C GINOER ANCHORAGE. ALASKA BB303
DARREL J GARDNER TELECOPIER IB071 278-2493
DONALD C. ELLIS

MART ELLEN FLAHERTY November 17, 1986 19071 2771804

BOOBY DEAN SMITH IBO71 278-1803

Department of Environmental Conservation RfCF/i/f0

Water Quality Management NOV ] 8 1986

P.0. Box O
Juneau, Alaska 99811-1800

ATTENTION Glenn Adams

Re: Proposed Financial Responsibility Regulations
Amendments

Our File No. 83-683.53
Dear Mr. Adams:

These comments are being submitted on behalf of
Alaska Rural Electric Cooperative Association, Nushagak
Electric Cooperative, and Naknek Electric Association regarding
the proposed amendments to 18 AAC 20.055, Self Insurance, and
18 AAC 20.065, Insurance. Pursuant to our telephone conversation
of November 12, 1986, it was agreed that these comments would be
considered timely if received during the week of November 17,
1986. Thank you for the courtesy extended in this regard.

As you no doubt recall, complying with DEC financial
responsibility regulations concerning operation of oil terminal
facilities has proven to be quite difficult for the small
electric cooperatives. This matter was the subject of proposed
legislation during the last session. At that time, the prime
sponsor of the proposed legislation, Adelaide Hermann, agreed to
withdraw the legislation based upon an understanding that
appropriate regulatocy changes would be made which will allow the
electric cooperatives to either obtain insurance or self insure
for the operation of oil terminal facilities.

The proposed amendments in 18 AAC 20.065 which allow
for "claims made"™ policies are a step 1in the right direction.
However, given the vagaries of the insurance industry, obtaining
this type of coverage in the future may be extremely difficult.
"Claims made™ policies were found fcr Nushagak Electric
Cooperative and Naknek Electric Association this year; however,

the premiums ver;.* high. In the case of Naknek Electric
Association, the premium amounted to approximately one-half mil
per kilowatt hour of usage. The premium for obtaining this

insurance 1is passed along to the ultimate consumer.



Department of Environmental Conservation
November 17, 1986
Page 2

It appears clear that the intent of the regulations is
to ensure that oil terminal facility operators, as well as
others, have a sufficient stake in Alaska such that reasonable
practices will be employed when handling oil. In this regard,
the rural electric cooperatives 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 appropriate that DEC
amend its regulations concerning self insurance to allow the
cooperatives to qualify. We would urge that DEC amend 18 AAC
20.055 to allow the cooperatives to do just this. While amending
the regulations to allow for "claims made”™ policies is a step in
the right direction, it falls far short of solving the problem
faced by these cooperatives.

Thank 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:1la

cc: David Hutchens
Executive Director, ARECA

David F. Bouker
General Manager, NEC

Claude Franke
General Manager, NEA






STEVE COWPER
GOVERNOR

S T AT IS OF A LA S ICA
CHrICE Or «ne: gOvVernor
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February 26, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.0O. Box V

Juneau, AK 99311

Dear Senator Faiks:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill relating to the Alaska
longevity bonus program.

The original Jlongevity bonus program that was enacted in
1972 has been radically changed as a result of the Alaska
Supreme Court decision in Schafer v. Vest, 680 P.2d 1169

(Alaska 1984). The program®s original intent - to benefit
those pioneers who built the state - has been irrevocably
altered. Because the original program benefitted only those

who were residents before statehood, it eventually would
have phased out naturally as territorial residents died or
left the state.

As a result of that court decision, the program now simply

requires one year of residence. Consequently, we now have a
program that grows larger every year. At the same time we
are faced with an unprecedented crisis 1in our budget. We

can no longer afford to provide this substantial benefit to
an ever increasing population of senior citizens.

The attached bill has three main components. First, it re—
duces the maximum amount of the bonus to $200 a month. The
bonus was 1increased substantially during the height of our
oil wealth: in 1980, it went from $150 to $200, and in 1981
it went from $200 to $250.

Second, the bill limits the bonus to those individuals who

reach age 65 before January 1, 1988. In 1985, both houses
of the legislature passed programs that used a 1988 cut-off
date (ch. 99, SLA 1985). (The effective dates for those

programs were never triggered.) The House ™"stairstepping"”

approach simply limited the bonus to those individuals who
reached age 65 by that date. The Senate annuity approach
provided additional general fund payments to younger indi—
viduals; the payments were to decrease yearly until they
were gone. Thus, even 1in 1985 when our Tfiscal picture was
much brighter, both houses decided to terminate general fund
payments to those younger than age 65 in 1988. This bill,

then, 1incorporates that 1idea.
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Finally, the bill places an income cap or eligibilitj" for
the bonus. The full bonus would be available only to those
individuals whose income (excluding longevity bonus and per—
manent fund dividend 1income) 1is less than $20,000 (or whose
joint 1income, for a married couple, 1in less than $40,000).

7\s an individual®s 1income goes up, the amount of the bonus
goes down, wuntil, at the income level of $25 =0, an indi—

vidual will not receive a bonus. A part o~ * intent of
the original program was to provide a linanc ncentivo to
Alaska®s seniors to remain 1in the state. income cap

would allow the groat majority of Alaskan sen.are to contin—
ue to receive the bonus; however, it would terminate bene—
fits for the more fortunate segment of that population.

Placing an 1income cap on the longevity bonus raises the
guestion of whether the one-vear residency requirement would
withstand judicial scrutiny. The question arises because
the United States Supreme Court, in Shapiro v. Thompson, 394
U.S. 618 (1969), 1invalidated a one-year residency require—
ment for welfare payments. The vresidency vrequirement in
Shapiro was struck because the court determined chat the
welfare program was designed to provide the ™"basic neces—
sities of life.” The question is whether a court would find
that, the Jlongevity bonus payment is designed to provide a
basic necessity of life.

The Jlongevity bonus, as embodied 1in this bill, is not de-—
signed to provide a basic necessity of life. First, tie

state has other programs, such as old age assistance and.
medicaid, which provide the most substantial benefits in the
nation for the elderly -- programs that are available to
needy seniors upon arrival in vhe state. Second, the 1in-

come-cap provisions dc net establish a typical welfare pro—
gram because the 1income test makes no asset determination;

an individual®s property 1is not considered 1in determining

eligibility. Since the majority of Alaskan seniors would

continue to qualify for the bcnus, the income-cap provisions

are more properly viewed as a retirement supplement to all

but a small segment cf senior citizens, vrather than as a
program to fulfill basic needs. Finally, the fact that the
bill would terminate the program entirely for those who do
not reach age 65 before January 1, 198b weighs against
characterizing the program as a provision for basic needs.

The one-year residency requirement 1is not a "durational"”
residency requirement in that its. intent 1is not to distin—
guish between short-term vresidents and longer-term resi—
dents. Rather, the purpose of the requirement 1is to deter—
mine, 1in an administratively feasible manner, which seniors
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are truly Alaskans and which are merely visitors. Because
senior citizens arc typically not tied by employment to one
location, they can spend substantial amounts of time away
from their true home. A shorter residency requirement would
make the bonus available to seniors who are on extended vis—
its to Alaska, but who do not intend to make Alaska their

home. In view of the nature of the proarcan, and the nature
of the senior citizen population, 1| believe that a one-year
residency requirement would be upheld. However, if it were

successfully challenged, that reauirement is severable unaer
AS 01.10.030.

A section-by-r.ection analysis follows:

Section 1 of the bill amends AS 47.45.010 (a) to establish
the January 1, 1988 ago qualification date and change the
amount of the bonus to $200. The changes take effect July
1, 1987 under see. 8 of the bill.

Section 2 of the bill also amenas AS 47.45.010(a). Under
sec. 9 of the bill, the amendments in sec. 2 would take ef—
fect January 1, 1988. The amendment? in sec. 2 are set out
showing the changes in AS 47.45.010(c) es already amended by
sec. 1. The sec. 2 amendments continue the January J, 1933
age qualification date established by sec. 1 of the bill,

and add a reference to the income qualification recuirement.

in proposed TF 47.45.015. Then, instead of stating a set
amount for the bonus, amended Af 47.45.010 (a) Vv/ill refer
instead tc proposed AS 47.45.016, the schedule of bonus

amounts. As mentioned earlier, that, schedule 1is tied to
income levels.

Section 3 of the bill adds two new sections to AS 47.45.
Proposed AS 47.45.013 sets out the 1income qualificaticr re—
guirement described earlier, and proposed. AS 47.45.016 sets

cut the schedule of bonus amourts. Sections 4 and 5 of the
bill make conforming amendment- to 7.5 47./-F. .P?0 and 47.45.-
07C. Sections 3 - 5 also take effect January 1, 1988, un-—

der sec. 9 of the bill.

Section 6 oi the bill repeals the provisions 0" ch. 99, SLA
1985 that have never taken effect, and the provision 1in the
current law dealing with tax treatment of the bonus (AS 47.-
45.120(a)). The latter .is repealed because it 1if. possible
that the Internal Hevenue Service will find that the income-
capped bonus 1is not taxable; either way, our statutes need
not addre."s federal tax treatment. However, 1< the federal
government does tax that income, and if a state personal
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income tax 1is enacted this year, the longevity bonus should
be taxed by the state. These repeals take effect July 1,
1987, under sec. 8 of the bill.

Section 7 of the Dbill repeals the "hold harmless"” provision

(AS 47.45.122). That statute authorizes providing public
assistance to individuals whose assistance 1is denied cr re—
duced because they received a longevity bonus. Because the

state has been assured by the federal government that the
bonus, under vhe 1income-cap program, will be disregarded in
determining eligibility for those benefits, the "hold harm—
less" provision, and the money needed to implement it, will
no longer be necessary. Under sec. 9 of the bill, the re—
peal would take effect at the same time that the income-cap
provisions take effect, January 1, 1988.

This bill 1is essential to deal with the issues presented by
the? longevity bonus program, and 1 urge your prompt and fa—
vorable consideration of it.
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STATE OF ALASKA 1907 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: S
REQUEST Publish Date: " -2-?7~
Revision Date: CSE Agency Affected: Administration

Title: An Act relating to tho Longevity BRUl Longevity Bonus
Bonus Program effective date.

Sponsor: Governor Components: Grants; Administrative
Requestor:
EXPENDITURES/REVENUES:  (Thousands of Dollars)
FYy 87 FY 88 FY 89 FY 90 FY 91 Fy 92
OPERATING
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 oo 0 u
SUPPLIES u 0 0 0 0 0
EQUIPMENT 0 0 0 0 b 0
LAND & STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 % 0 0 0 0 0
MISCELLANEOUS 0 u 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 - 0 0 0
REVENUE' 0 L B« 0 0 0
FUNDING:  (Thousands of DoV ars)
GENERAL FUND 0 0 0 0 B 0
FEDERAL FUNDS 0 0 0 0 0
OTHER 0 u 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
TEMPORARY 0 U o Ly 0 0 0
ANALYSIS:

There is no fiscal impact beyond what is included in the Governor's FY 88
budget request, as revised approximately March 1, 1907, The attached pages
present the full cost of the revised program.

Prepared By: Jo,m Andrews Phone:  "65*2200
DivisiOli:  Commissioner's UffNcg” ate: N
Approved by Commissioner: Garrey Peska Dite: ®m2 2/12

Agency: Department of Administration”

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 9/1G/CG



February 23, 1987
ATTACHMENT -- TONGEVITY BONUS FISCAL NOTE page

The following tables represent the FULL COST of Grants and
Administration for the revised Longevity Bonus program, as proposed
in the Governor®s bill.

The FY88 portion of these costs is included in the Governor®s
budget request, AS AMENDED approximately March 1, 1987.

GRANTS (dollars in thousands)

Fiscal Current Governor-'s Annual

Year Law Proposal Difference

esarreaesta anancsaaa CnSCBSJSBB :=ea:=:s5==

1988 *51,200.0 37,300.0 <13,900.0)

1989 52,700.0 30,900.0 <21,800.0)

1990 55,600.0 " 29,700.0 <25,900.0)

1991 58,200.0 28,400.0 <29,800.0)

1992 60,700.0 27,100.0 <33,600.0)

1993 63,400.0 25,800.0 <37,600.0)

1994 65,900.0 24,500.0 <41,400.0)

1995 68,800.0 23,200.0 <45,600.0)

1996 71,400.0 21,900.0 <49,500.0)

1997 73,600.0 20,600.0 <53,000.0)

1998 76,100.0 19,300.0 <56,800.0)

1999 78,500.0 18,000.0 <60,500.0)

2000 81,100.0 16,700.0 <64,400.0)

2001 83,600.0 15,400.0 <68,200.0)
METHODOLOGY :
Xxanssancasa

Assumptions: 17,067 overage checks per month in FY88; current low

79.0X of qualifiers have AGI leas than 020,000
6.0X have AGlI between 020,000 and 025,500

Calculations: FY88 costs under current law »
(0250) * <17,067 checks per month) " <12 months)

a 0 51,201.0
aoKBDaaa

FY88 costs under Governor®s proposal =

<9200) «<17,067 checks) * <6 months) July-Dee
¢ <0200) #<13,483 <checks) ®» <6 months) Jan-June
¢ <0100) *< 1,024 checks) * <6 months) Jan-Juno

» 0 37,274.3

e a «anaa
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Personal Services
Travel
Contractual
Supplies

Equipment

Total
(all

Operating
G.F.)

Perm Full Time
Perm Part Time
Months

— LONGEVITY BONUS FISCAL NOTE

ADMINISTRATION (dollars

FY 87

Revised
ttaBQoas

258.
0.
53.
4.
0.

O whkFk ovwo

317.2
cnncccen

[l Y @)
[N eNe

FY 88

Total
D8CBBBO

389.8
0.9
95.5
5.1
24.2

515.5
QBCa00B

o~ ©
o OO

FY 89
Total
Bcaoaaa

300.0

1.0
60.0
5.0
0.0

366.0
BBBBBCtl

o O 0
(=N e Ne)

page

in thousands)

FY 90
Total
BBBQBHQ

300.0
. 1.0
60.0
5.0
0.0

ww
wWwo
s ep]
W ©

o O 0o
[N o]

FY 91
Total
bscanna

300.0

1.0
60.0
5.0
0.0

366.0
B3BS33B

o O
O OO

February 23,

1987

FY 92

Total
assassa

300.

60.

OO oo o

366.0
nna33as

o O @
O OO
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STATE OE ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE gr%'ﬂé

BILL VERSION: SB 145 b

REQUEST: PUBLISH DATE: 2/27/87

Revision Dale: Agency  Affected: Health & Social Services
Tilde : fln act-Rplat.lng_tn-t.hp_Alaska - BRU: Assistance Payments BRU
Longevity Bonus Program

Sponsor: Components t-UAAIALIi-JIQId. 0. TUl

Requestor nrwprnnr.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
I'LRSUNAL SERVICES -U- v -u- -1)- -U- g -0-
1RAVEL 41_ u- 0- -0 “0- o
CONTRACTUAL -U- -u- -u- U -u- -0-

. SUPPLIES -U- -u" -u- -U -U- -U-
EQUIPMENT -U- -0- -U- -0- -0- -0-
LAND A SPRUCITJRES -11- o -0- -0- -U-
GRANTS. CLAIMS 11- n n- T -n-
MISCELLANEOUS ft- -n- n- N -n- -n-
TOTAL OPERATING 0- -0- -0- .. . -0- 0-

CAPITAL -U- -0 - -U- * -U- -6- 0

REVENUE -U- -0 - -U- -U- -U- -0-
FUNDING: (Thousands of Dollars)

GTNERALDJND -Q- -U- -U- -0- 0- -U-
FEDERALFUNDS -0- -U- -U- -U- -U- -U-
(ILIER -U- -0- 0- -u- -U- -0-
11TTAL _ .u- -|>- -0 - -0-
POSITIONS:

FULLTIME -0- 0 -0- 0- 0
PART-TIME -U- -U- -U- -U- -U- -U-
TEMIORARY 0- 0- 0- 0- -0- -0-
ANALYSIS :

The FY88 Governor's budget assumes elimination of tho Old Ago Assistance - Alaska Longevity Bonus
Hold Harmless (OAA-ALBIIil) program, effective January 1, 1988. It Is Important to note that the dollars

saved by this propose”legislation have been removed from tho Governor's FY88 budget request. .
If this legislation d not pass, projected FY08 costs of $622.<« must be restored to the Public
Assistance BRU FY88 BU This a?Tady&is_ol.sW assumes that tho needs-based requirements mpet
federal standards. v V/\

Prepared by: jiniw-R.  NLINr. nirp.r.tnr Phnm»« 465-3347

Division: = Division/of Public Assistance Date: fl-'w- 7/

Approved by Commissioner ) )
Agency: _  Department ol Health & Social Services

Disuibution (by preparer):
legislative Finance
legislative Sponsor
Requestor
Office of Management and Uudgci
Impacted Agcncy(ics) page, / of
Senate Secretary



Division of Public Assistance - b
Assistance Payments DRU

Old Age Assistance - Alaska Longevity Bonus Hold Harmless (OAA-ALBHH)

The Alaska Longevity Bonus Hold Harmless Program (OAA-ALBHH) was established by CSSB No. 56
with an effective date of June 1985. Federal rules require the State to count the ALB
received by aged recipients with less than 25 years residence when determining eligibility
for Social Security Administration's and State's Supplemental Security Income (SSI) Old Age
Assistance Program. The FY87 OAA-ALB Hold Harmless component 1) replaces the amount of
Federal SSI payment lost to a Bonus recipient when SSI counts the Longevity Bonus as
available (income) and 2) continues to "disregard" the SSI-countable Bonus in computing Old
Age Assistance (OAA) Supplemental payments.

if in FY8 the Alaska Longevity Bonus program were changed such that the ALB received by an
individual was "needs-based,” then federal rules would "disregard" the ALB payment and not
treat the AB as available income. Thus, ALB payments that are based on need eliminates
the need for the protection of the OAAALB Hold Harmless program. The Bonus would not be
countedt as income when calculating federal SSI and State OAA Supplemental assistance
payments.

6-Month Impact

FY88 FY89 FY90 FY91 FY92
OAA-ALB Hold Harmless 1556.0 3608.3 4251.7 4855.1 5427.8
Program reduction due
to Needs-based ALB
Amount of OAA-ALB HH that 622.4 1443.3 1700.7 1942.0 2171.1
replaces lost SSI payments
Amount of OAA-ALBHH that 933.6 2165.0 2551.0 2913.1 3256.7
replaces State OAA payments
Net Savings Under Needs-based 622.4 1443.3 1700.7 1942.0 2171.1

(The Amount of OAA-ALBHH that
replaces lost SSI payments)

Under a needs-based ALB the Social Security Administration's SSI payments that are restored
result in net general fund savings. That amount of ALB Hold Harmless that had replaced
State OAA payments shifts back to Old Age Assistance. If this legislation does not pass,
the projected net savings of 622.4 must be restored to the OAAALBHH component in FY88.
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Division of Medical Assistance

Medical Assistance BRU

The Alaska Longevity Bonus (ALB) Hold Harmless program was established by
CSSB56 with an effective date of June 1985, Federal rules require the
state to count the ALB payments received by Medicaid applicants when
determining eligibility. The Division has submitted an FY87 supplemental
to Hold Harmless those who would lose Medicaid eligibility as a result of
receipt of the ALB. If, for FY88 the ALB program Is changed to a needs

based program which meets federal requirements then federal rules would
require the ALB payment be disregarded in the Medicaid eligibility

determination process.
Harmless protection,

This would then eliminate the need for the ALB Hold
(The Hold Harmless replaces the amount of Medicaid

reimbursement lost to the state when federal rules cause recipient ineli-

gibility).

provide a Hold Harmless for the first six months of FY88.

For FY88 the Division submitted an amendment which would

The following assumes passage of an ALB program based on need with an
effective date of January 1, 1988, and approval of the Divisions' FY88

budget amendment for six months of Hold Harmless protection.

FY88 FY89 FY90

Medicaid Eligibles

(monthly average) 3,107 3,293 3,491
Average Annual Cost

per recipient $3,251 $3,494 $3,756
Old Age Assistance (OAA)

397 ineligible due to

receipt of ALB - 94%

utilize medical services 374 396 420
Total estimated annual
cost of hold harmless program $1,142,921 $1,300,606 $1,483,261
Amount of hold harmless
replacing list Medicaid funds $571,400 $650,304 $741,630
Amount of savings *
under needs based program -0- $650,303 $741,630

* Results from the Legislature zeroing tho Medicaid Hold Harmless in FY87,

and therefore not included in the FY88 base and requesting full
fund match and general funds for federal replacement) for first

(general
six months of FY88.

-2- -

funding
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STEVE COWPER
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February 26, 1987

rfio honorable Jan Faiks
President of the Senate
Alaska state Legislature
P.0. Fox V

Juneau, AK 99811

Dear Senator |lTaiks:

Under the authority of art. TIT, sec. 18, of the Alaska Con—
stitution, 1 am transmitting a bill relating to the taxation
of individuals ar.d fiduciaries, and to amended tax returns
filed by taxpayers, Tne bill reimposos an individual income
tax.

I know that an income tax 1in not an instantly popular idea.
However, | believe Alaskans want to be in control of our own
destiny. I believe we have reached the time when we must
reduce our dependence on the price of oil, apricethat 1is
not within cur control.

I also believe Alaskans wnr.t rtate government to provide a

decent and ccmi.".tent level of public services. An indi—
vidual 1income tax is one oi the 1iairest ways of meeting this
goal. Those who are most able to pay bear a greater propor—

tion of the burden.

This bill also ensures that nonresidents who take jobs in
Alaska make their fair contribution to our state. Ac ex—
plained below, thin bill 1is more effective than our earlier
lav; ir; making sure what this happens.

T believe that Alaskans are willing to help pay for
government if that government is responsive and accountable.
I think that an income tax wil* help make surethat our gov—

ernment listens to its people.

The bill embodies a tax structure that is simple, lair, and
relatively easy t.o administer. The taxpayer need only com—
plete a one-page return. Basically, the taxpayer begins
with "total 1income™ us set out on the federal return, and
nay make only limited adjustment: to that figure. The per —
sonal exemptions are then deducted, and the remainder ic
taxable income.
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The 1income 1is taxed in two brackets: 3.2 percent and 5.7
percent.. Py not providing for the full array oi familiar
deductions historically available in a personal income tax,

this bill will tax a comparatively broacl tax base. As a
result, the tax rate 1is lower than it would be if deductions

were permitted. The tax i1atet have been established to gen—
erate $250,000,000 over a full year; collections for FY PC
are estimated to be approximately $85,000,000. Receipts 1in
1"y 88 will Dbe from "withholding” only, since returns for
calendar year 1988 will not be due until the ..princ of 1989.

FY PC receipts will not reach one-half of a full year®s re—
ceipts because of the lag between wages paid and withholding

remitted to the state.

An individual®s filing status will be the same as on the
federal return. The filing status determines how much in—
come 1is taxed in the lower bracket of 3.2 percent, Foi in—
dividual taxpayers "and fidnci.aries) , that amount 1is income
of less than $30,000. For married coupler, filing a joint
return, and for surviving spouses, the amount 1is 1income of
less than $50,000; for married indivicuals filing separate

returns, it 1ir. income of less than $25,000. Fcr heads of
household, the amount il ircome of less than $40,000. In—
come in excess of these levels 1is taxed at the higher 5.7
percent rate. Section 1 of the bill sets out the rates fcr

each Tfilino status.

The individual 1income tax law, before it. repeal 1in 19fC,

favored nonresidents over residents by taxing nonresident
income J.r the lewdest possible tax bracket:. This bill rem—
edies that inequity by placing nonresidents cr. un equal

looting with residents. Thin 1is r.ocoirrl ished by computing a
tax on tho entire taxable 1income of nonresidents from all

sources and then determining the traction of that tiix that
is attributable to income earned in Alaska. This approach

results in apportioning tho nonresident®™s income between the
tax brackets rather than lumpino it ail 1in the lower brack—
et. Under the bill, part-year residents will be taxed 1in
the same manner as nonresidents. Section 1 of the bill sets
cut the method foj: detei.mining nonresident and part-year
resident tax Uliability, and secs. 5, 6, and 7 of the Mil

add provisions rolf_tirg to tax calculation for nonresidents
as well ns part-year residents.

Section 4 of tho bill adds three subsections to AS 43.20.-
031, delineating gross 1income, adjusted grccs 1income, and
taxable 1income. U taxpayer®s gross income will correspond
with gross 1income under federal law, with certain modifica—
tions. First, cost-oi-living allowances that are exempt
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from federal income taxation will be addecl to the state tax
base. Fecond, interest on state and municipal obligations
that is tax exempt at the federal level will be added to the
tax base. A taxpayer®s "total income”™ on the federal, return
automatically wi! 1l incorporate the income from and expenses
attributable 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 activ—
ities, the bill allows the costs of producing that income as
deductions to the sane extent as provided under federal law.

Adjustments to gross income are greatly limited. Federal
law prohibits states from imposing an income tax on interest
from United States obligations; therefore, that 1income 1is
deducted from the tax base. State 1income tax refunds are
cycluced froir the base to eliminate artificial state income.
Alimony paid and the penalty for the early withdrawal cf
funds from savings accounts are permitted as deductions
since they cannot, realistically be regarded as income. No
other deductions 01 any nature are allowed.

Taxable income is calculated by deducting allowable personal

exemptions from adjusted cross income. The bill wuses the
federal rules for qualifjcation for personal exemptions;

that is, a taxpayer will qualify for 1.he number of personal

exemptions for which the taxpayer qualified under federal

law. The exemption amount 1i.; £3000. Since the federal ex—
emption 1is adjusted for inflation, the bill maker it clear
that Alaska does net fir"just its exemptic for 1inflation.

Estates ard trusts will not receive my exemption.

Under sec. 4 of the bii. , proposed AS 43.20.031 (j), (k), and
(1), relating to gross 1income, adjusted gross 1income, ard
taxable income, will appear 1in an existing statute entitled
"Taxable income of residents; deductions; exemptions."”
AH 43.20.031 . because those propped subsections are in—
tended to apply to all taxpayers, resident or not, proposed
AS 43.20.031fm) defines "individual™ and "fiduciary™ to mean
resident, nonresident, or part-year resident individuals ard
fiduciaries. If this bill ir enacted, tie revisor of stat—
utes should change the title of AS 43.20.021 to reflect that
the section no longer applies only to residents.

residents will receive a credit for taxes paid to other
states cn income earned 1in tho other states. Nonresidents
do not receive this credit since the 1income earned outside
the state is not taxed. There taxpayers qualifying for the
permanent fund dividend cun elect to have the divicer.c ap-—
plied directly against their tax liability. The Department
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of Revenue will adopt regulations specifying the procedure
for requesting the PFD offset. These provisions appear 1in
proposed AS 43.20.062/ in sec. 8 ol the bill.

Employers will be required to withhold tar.es from their em—
ployees® wages, vremit the tares, arcl file withholding re—
turns and reports with the department. The department will
establish the vrate of withholding. Employers will Dbe
required to Tfurnish employees with wage and tax statements
by January .31 c* each year or within 30 days after the ter—
mination of employment, whichever is earlier. The withhold—
ing provisions are in sec. 9 of the bill.

Section 3 of the bill amends AS 43.20.030(d) to require that
every taxpayer, whether individual, 1iiducinry, or corporate,
is required to file an amended state tax return within 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 paid within the
60-day penoc. Tl:c existing language of that subsection

requires that a "notice"” be filed within the 60 days, and
leaves unclear the dv.e drtc of any additional tax or penal-

ty.

Sections 2 and 10 make conforming changes. Feet.ion 11 re—
peals the provisions relating to tax credits for political

contributions and child care (AS 43.20.013), as well as the
provision in the Jlongevity bonus program dealing with the
taxability of the Jlongevity borus (AS 47.45.120(a)). The

effect of this last repeal 1is to make taxability of the bo—
nus track federal treatment. IT the bonu-- remains taxable
by the United States, the state vi]l also tax it. If 1t is
not taxed by tie United States, the state vili not tax 1it.

AS 43.20.012 is repealed because 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, which 1is
also being repealed in see. 11 oi the bill.

in summary, a taxpayer under this bill, would begin with "to-—
tal reaeral 1income,” that is, line 23 or the 19P6 federal

1040 form. Ccct-of-living allowance income al. tax exempt
interest income would be andec, and interest on U.S. obliga—
tions, state income tax refunds, alimony paid, and the pen-—
alty on early wi thdrav. 8l of savings from time deposits would

be deducted. Personal cxempticrn would he applied against
the result, tc produce "ta .able 1income.™ Kittholding, the
credit ror taxes paid other states, anc. the FPL" offeet,

would then be applied again;t the tax liability.
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I believe that an income tax is an essential step in provid—
ing recure revenues for public services. I urge your prompt
and favorable consideration of this proposal during this
legislative session

may have to oiler.
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ANALYSIS:

1. The Governor's tax bill was designed to generate $250 million in tax year 1988.

2. Historical patterns of withholding, collections and refunds were used to translate
tax year amounts tc a fiscal year, net receipts basis.

2. Inflation averages 4% over the period and net receipts average $250 million in
constant, 1988 dollars. (See attached for additional explanation.)

.. Sr-f
Prepared Bv:  David Tonkovich ' Phone: 485-2173
Division:  P.evenue/Rescarch Date;  2/22/87
Approved by Commissioner: Hugh Malone for Date:
Agency: Department of Revenue

Distrieuticn (hy Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Pecuestor
Office of Management and Dudgot
impacted Agency(ies) page of
Senate Secretary



Continuation for Fiscal Note/Blll Analysis

Individual Income Tax

Determination of Fiscal Year. Net Receipts

1. A historical analysis of cash flows from the Alaska Individual
Income tax Indicated tax overpayments of about 25'/. These
overpayments result In refunds when returns are submitted In
January through April of the year Immediately following the tax
year.

2. For the first fiscal year (FY88) we assume that lags 1In the
submission and processing of withholding and estimated payments
result In 26.7 percent of total annual collectionsbeing
received during the first two quarters of tax year 1988 (l.e.
the last two quarters of FY88).

3. The calculation is:
$250 million x 1.25 x ..267 = $83 million
4, In the first half of subsequent fiscal years there will be
receipts (e.g. withholding, estimated payments) from the current

tax year as well as collections of liabilities from the previous
tax year.

Page 2 of 2
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Department of Revenue
Administrative Services Division
Fiscal Note Analysis
Individual Income Tax B11l
2/26/87

Assumptions:

1.

The Administrative Services Division will be responsible for the following
functions relative to the Alaska Individual Income Tax Withholding System
and the Alaska Individual Income Tax Return Processing System.

a) 1pesign, purchase and distribute all necessary tax returns and related
orms.

b)  Process all tax returns, Including mall handling, microfilming,

document review, data capture and filing.

Process all remittances of tax due which 1s received with tax returns.

Design, program, test, document, and maintain the automated Alaska

Individual Income Tax Withholding System and Alaska IndlvlJual Income

Tax Return Processing System.

e)  Process and account for all Individual Income tax refunds to
Individuals.

f)  Establish an automated billing subsystem for routine tax
deficiencies, penalty and Interest.

9) Acguire and maintain computer capacity to accommodate the two systems
and the access required by the department's users.

o O

The Department of Revenue will contract with a bank to provide a
"lock-box" function, with employees depositing all Individual Income taxes
withheld on a monthly basis.

The Department of Administration's data processing chargeback system will
require that the Department of Revenue budget for the cost of data
processing resources used by the withholding system and returns processing
system. The total chargeback 1s budgeted 1n Administrative Services.

The Permanent Fund Olvldend program will stay Intact through FY92, 1n Its
current form.

The processing of Withholding and Individual Income Tax returns will be
automated as much as possible.

The Alaska Individual Income Tax Withholding System must be 1n place
before January 1, 1988.

The Alaska Individual Income Tax Return Processing System must be 1n place
before January 1, 1989.

The fiscal note does not Include the Incremental cost of providing space
for the employees and equipment required. After reviewing the
department’'s total fiscal note, a determination of total space needs will
be made, and an amendment to the Administrative Services Division's fiscal
note wlll be submitted.



9. The Impact of Im Iementin? the Alaska Inalvldual Income Tax ori computer
resources has not been determined. After reviewing the Implementation

plans and fiscal notes of the other divisions, a preliminary decision will
be made as to the use of minl-computers versus mainframes, and an estimate
of the data processing fiscal note will be prepared.

10. Given the existing federal tax law, this bill requires all persons
receiving a permanent fund dividend to file an Alaska Individual Income

Tax return.
Program Summary:

The Alaska Individual Income Tax will require the creation of two major
processing systems:

1 Alaska Individual Income Tax Withholding System.
2 Alaska individual Income Tax Return ProcesSing System.

In addition to designing, programming and maintaining the two above mentioned
automated systems, the Administrative Services Diviston will process, review,
microfilm, and data capture approximately 70,000 withholding forms and 455,000
Alaska Individual Income Tax returns annually. Refund warrants will be Issued
on approximately 213,750 of the returns filed. In addition, approximately
25,000 Individual letters will be prepared, mailed, and controlled 1n response
to ﬁersons who file incomplete tax returns or whose tax returns result In a
mathematical adjustment.

Finally, the addition of such a major program to the Department of Revenue
will definitely Impact the ability of the Administrative Services Division to
provide general administrative support services with the existingstaff.

The Admlnlscratlve Services Division will require staffing as early as FY88 1n
order to design and establish the computerized processing systems envisioned,
and to produce the forms required. In late FY88, staffing will come on board
to [)rocess the Withholding reports and returns. In FY89, additional staff
will Dbe needed to support the Alaska Individual Income Tax Return Processing
System. The analysis below shows the estimated expenditures for FY88 - FY92.

FY83
1. Positions:
A Data Processing:

1 PFT Analyst/Programmer V, R21
@ $4,856/Mo Including salary and
benefits for 12 months $58,272

2 PFT Analyst/Programmer 1V, R19,
0 $4,281/Mo each Including salary
and benefits for 12 months 102,744

2 PFT_Analyst/Programmer I11, R17,
@ $3,730/Mo each ‘Including salary
and benefits for 6 months * 44,760



The above analyst programmer team will desi?n, Brogram, and maintain the two
major systems mentioned above, Including all subsystems and Interfaces with

the existing Revenue systems and the Alaska State Accounting System.
These systems will provide for a minimum of the following:
Alaska Individual Income Tax Withholding System:

*  Online system comparable to the federal system with monthly deposits,
quarterly returns, and an annual reconciliation.

«*  Direct deposit system at a "lock-box" bank by employers.

*  Automatic generation of:
quarterly packets of:
*  monthly deposit coupons
*  quarterly tax returns
notices of tax deficiencies, penalty and Interest
standard correspondence
management reporting data.

* Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.

Alaska Individual Income Tax Return Processing System

*  document locator number system
*  return data capture
*  online systems
access/inquiry
address changes
status change system
generation of out cards
use of microfilm vs hard copy for review
automated calculation checks
generation of reduced refund notices with appeal rights
?eneration of automated billings for deficiencies, penalty and
nterest with appeal rights
Interface with accounts receivable system (A/R)
Interface with AIITWHS to verifyclaimedwithholding
history file
possibility of multi-year file for easy access to Information on
prior year activity, ‘etc.
check writing for refunds
*  management reporting data

* % % ¥

>(.

B. Document Processing:
1. Mall room
1 PFT Clerk IV. R9, @ $2,343/Mo
Including salary and benefits for
3 months = $7,029

This position will augment the existing mallroom staff to perform the task of
receiving, opening, sorting, and distributing an additional:

3



approximate\lk;_tY0,000 oleces of mall due to the Alaska Individual
[

Income Tax hholding System (17,500 employers times four quarterly
returns.
handling, sorting and posting of additional outgoing/incoming mall as
follows:

approximately 7,000 missing Information letters, billing
notices, and correspondence with employers.

2.  Manual Review

1 PFT Tax Examiner I11, R14, @
$3,124/Mo Including salary and
benefits for 5 months = $15,620

2 PFT Document Processor I, R7, @
$2,118/Mo Including salary and
benefits for 3 months = $12,708

These positions will manually review all Individual Income Tax returns filed
based on a predetermined criterion.
*  ldentify Incomplete returns
*  send out automatically generated missing Information letters and
billing notices

3. Microfilming

1 PFT Document Processor I, R7 @
$2,118/Mo Including salary and
benefits for 3 months = $6,354

These positions will augment the existing microfilm staff to microfilm, assign
document locator numbers, and date stamp 100% of Individual Income Tax returns
flled.

4. Data Capture

2 PFT Data Processing Clerk 1, RS,
@ $2,222/Mo including salary and
benefits for 3 months =* $13,332

These positions will augment the existin%_Data Entry staff to data capture and
verify captured data of 100% of returns ftiled.

C.  General Departmental Support Services

1 PFT Chief, Income Tax Operations,
R23, @ $5,558/Mo Including salar
and benefits for 12 months = $66,696

1 PFT Personnel Assistant |1, R14,
@ $3,115/Mo Including salary and
benefits for 12 months < $37,380



1 PFT Clerk Typist 111, R8s,
@ $2,222/Ho Including salary
and benefits for 12 months = $26,664

1 PFT Supply Officer 11, RI16
@ $3,515/Mo” Including salary

and benefits for 12 months * $43,180
2 PFT Accounting Clerk 111, RIO,
@ $2,468/Ho Including salary and
benefits for 12 months $59,232

1 PFT Publications Specialist I,
R13, @ $2,915/Ho Including
salary and benefits for 12months $34,980

These positions will augment the eX|st|ngOOgeneraI admlnlstratlon support staff
for the additional programs and related 100»m new employees.

*  Personnel:
classification of postions and respond to reclassification
requests
maintain payroll and leave records
ﬁrocess registers, and arrange Interviews
andle grievances. Information requests, typing tests, etc.

*  Fiscal;
Increase 1In travel requests
general distributions
handling Increase 1n cancelled warrants

*  -.pply and purchasing:
Increase 1n supply orders for paper Intensive organization

Purchases Increase:

*  general equipment

*  computer terminals, printers

* maintenance contracts

*  general office supplies

Property Control (terminals, furniture, calculators, etc. will
Increase

*  Forms management:
preparation of Individual Income Tax booklet each year

(considerably more complex than PFD booklet)
preparation of employment withholding forms
miscellaneous support forms:

*  missing Information letter

*  denial forms

*  check stock (refunds)

*  General: o _ o _
general supervision and management of major additional line

program In division, In addition to:
»  permanent fund dividend program
shared taxes

* administrative servicesto the department

5



TOTAL PERSONAL SERVICES
2. Other Expenditures:

a) Travel:

on-slte review of selected tax return

processing systems 1n other states $4.0
training for analyst/programmers 1n

command level CICS and Wang VS Cobol. $6.0
TOTAL TRAVEL

b) Contractual:

Terminals
1. 3 Wang 4250 workstations $18,216
2. 3 Wang emulator boards 2,415
3. 2 Wang 4230 key-punch terminals,

2 months $1,800
4. Hlcrofllmer, with maintenance,

3 months $3,792
5. 4 phones, centrex costs, local

and long distance $5,390
6. printing: Withholding Returns,

Deposit Coupons, envelopes,

calendars, W-4's, etc. $42,000
7. postage 22,000
TOTAL CONTRACTUAL
¢) Supplles:

Computer, microfilming, duplicating, general consumption
d) Equipment: None.
TOTAL EXPENDITURES

3. Funding - General funds

4, Section Cost Analysis - NA

Computations - <A

Economic Impact - NA
Impact on Local Government - N/A

$528.0

$10.0

$95.6

$4.0

$637.6



FY89
1. Positions;
A. Data Processing:
1 PFT Analyst/Programmer v, R21,
@ $4,856/Mo Including salary and
benefits fo- 12 months =$58,272

2 PFT Analyst/Programmer 1V, R19,
0 $4,281/M0 each- Including salary

and benefits for 12 months =102,744
2 PFT _Analyst/Programmer [11, °17,
0 $3,730/Mo each Including salary
and benefits for 12 months =89,520

The above analyst programmer team will desi?n, Brogram, and maintain the two
majcr systems mentioned above, Including all subsystems and Interfaces with
the existing Revenue systems and the Alaska State Accounting System.

These systems will provide for a minimum of the following:
Alaska Individual Income Tax Withholding System:

*  Online system comparable to the federal system with monthly deposits,
quarterly returns, and an annual reconciliation.

*  Direct deposit system at a "lock-box" bank by employers.

*  Automatic generation of:
quarterly packets of:
*  monthly deposit coupons
* quarterly tax returns
notices of tax defidencle , penalty and interest
standard correspondence
management reporting data.

Interface with accounts receivable system and Alaska Individual
Income Tax Return Processing System.

Alaska Individual Income Tax Return Processinu System

*  document lorator number system
*  return data capture
* online systems
access/inquiry
address changes
status change system
generation of out cards
use of microfilm vs hard copy for review
automated calculation checks
generation of reduced refund notices with appeal rights
generation of automated billings for deficiencies, penalty and

Interest with appeal rights



*  Interface with accounts receivable system (VR)

*  Interface with AITWHS to verifyclaimedwithholding

* histo_r%/_ file _ _ _

* possibility of multi-year file for easy access to Information on

prior year activity, etc.
check writing for refunds
management reporting data

* %

B.  Document Processing:
1. Hallroom

1 PFT Clerk IV, R9, @ $2,343/Mo
Including salary and benefits for
12 months =  $28,116

1 PFT Clerk 11, R7, @ $2,118/Mo
Including salary and benefits
for 6 months * 12,708

These positions will augment the existing mallroom staff to Perform
of handling, opening, sorting, and distributing an additional:

the task

*  approximately 455,000 Individual Income tax returns filed Per year.

*  approximately 70,000 pieces of mall due to the Individual In

Withholding System.

come Tax

*  posting, handling and sorting of additional outgoing mall as follows:
approximately 7,000 missing Information letters, billing

notices, etc.

2. Manual Review

1 PFT Tax Examiner 111, R14, @
$3,124/Mo Including salary and
benefits for 12 months *  $37,488

2 PFT Oocument Processor I, R7, @
$2,118/Mo each 1ncluding salary and

benefits for 12 months * 50,832

4 PrT Document Processor I, R7, @
$2,118/Mo each Including salary
and benefits for 6 months - 50,832

25 TEMP Document Processor I, R7,
$1,569/Mo each Including salary an
benefits for 6 months * 235,350

These positions will manually review all Withholding and Individual
returns filed based on a predetermined criterion.
*  ldentify Incomplete returns
* send out automatically generated missing Information letters
*  ldentify returns for desk examination

Income Tax



3. Microfilming

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

This position will augment the existing microfilm staff to microfilm, assi(in
document locator numbers, and date stamp 100/. of Withholding and Individua
Income Tax returns filed.

4.  Data Capture

1 PFT Data Processing Clerk 111, RIl

@ $2,613/Mo Including salary and

benefits for 6 months = $15,678
2 PFT Oata Processin? Clerk I, RS,

@ $2,222/Mo each Including salary

and benefits for 12 months = 53,328

1 PFT Data Processing Clerk I, R8
@ $2,222/Mo Including salary and
benefits for 6 months = 13,332

10 TEMP Data Processing Clerk I,
R8 @ $1,657/Mo each Including
salary and benefits for 6 months = 99,420

These positions will augment the existing Data Capturing staff to data capture
and verify captured data of 100%. of Withholding and Individual Income Tax

returns filed.
C.  General Departmental Support Services

1 PFT Chief, Income Tax Operations,
R23, @ $5,558/Mo Including salary
and benefits for 12 months $66,696

1 PFT Personnel Assistant 1I, R14,
@ $3,115/Mo Including salary and
benefits for 12 months = 37,380

1 PFT Personnel Assistant I, R12,
@ $2,773/Mo Including salary and

benefits  for 12 months = 33,270
2 PFT Accountinﬂ Clerk I11, R10,

@ $2,468/Mo each Including salary

and benefits for 12 months * 59,232
1 PFT Clerk lepi_st 11, RS,

$2.222/Mo Including salary and

benefits  ror 12 months « 26,664



