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Representative Norman Rokeberg

Sponsor Statement HB 372

"An Act relating to liquor licenses issued to a restaurant or eating place; and
providing for an effective date”

A bill passed last session allows for ten percent of restaurant or eating place licenses to be
exempt-frcm the fifty percent food provision of license requirements"This bill creates a tavern
industry in Alaska. HB 372 repeals that section of the law authorizing such establishments.

In Alaska, the statutory authority to sell beer and wine in restaurants has historically been
limited, allowing eating establishments the ability to complement their food menu with
alcohol, but not provide a full bar service. The provision was inserted to allow a hook store in
Anchorage to sell beer and wine at special events.

This provision created a tavern industry in Alaska, where beer and wine can be sold with a
limited or token food menu. This is a policy call with far-reaching impacts that I believe was
not intended by many of the supporters of the legislation.
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§ 04.11.100 Alcoholic Beverages § 04.11.100

_Crow references..— For legislative 199 amendment, effective July 9, 199,
findings and purpose in connection with  added aubeection igi. _
the enactment of subsection ig), see  The second 1995 amendment, effective
\ Lch. 3 SLA 1995 in the Temporary July 1 199, repealed subsection fc). re-
and Special Acts. _ lating to filing of a $2500 cash bond or
Effect of amendment*. — The first surefy bond with the application.

Sec. 04.11.100. Restaurant or eating place license, (a) A res-
taurant or eating place license authorizes a restaurant or eating place
to sell beer and wine for consumption only on the licensed premises.

(b) A license may be issued under this section only if the board
determines that the premises to be licensed are a bona fide restaurant
or eating place.

(c) A license may be issued under this section only if the sale and
service of food and alcoholic beverages and any other business con-
ducted on the licensed premises of the restaurant or eating place is
under the sole control of the lice see.

(d) The biennial fee for a restaurant or eating place license is 5600.

(e) A license may be renewed under this section only if the licensee
provides evide: ce to the board’s satisfaction that gross receipts from
the sale of food upon the licensed premises constitute no less than 50
percent of the gross receipts of the licensed premises for each of the
two preceding calendar years.

(O Notwithstanding the provisions of (b) and (e) of this section,
upon written application and approval ofthe local governing body, the
board may issue or reissue a restaurant or eating place license and
exempt the licensee from the requirements of (b) and (g) of this sgc-
tion. A licensee exempt as provided in this subsection shall provide
food items for sale on the premises as shown on a menu approved by
the board and available to patrons. The board may not

(1) issue or reissue a license as provided under this subsection if

(A) the issuance or reissuance would result in more than one ex-
empt restaurant or eating place license for every 10 restaurant or
eating place licenses allowed under the provisions of AS
04.11.4000X2) or (3);

(B) the premises would be located in a building having a public
entrance within 200 feet of the boundary line of a school or a church
building in which religious services are being regularly conducted; for
purposes of this subparagraph, the 200-foot prohibition is measured
from the outer boundary line ofthe school or the public entrance of the
church building by the shortest pedestrian route to the nearest public
entrance of the restaurant or eating place;
.JZ) [eISSue a restau[ant or eatlng pff):lc_e Ilc,ense ds exempt as pro-
vided under the provisions of this subsection if the license waa issued
under the provisions of as 04.11.400(g); or

(3) transfer an exempt license issued under this subsection to an-
other person. (5 2 ch 131 SLA 1980; am § 4 ch 93 SLA 1985; am 8§ 2,
3 ch 63 SLA 1993; am § 5 ch 101 SLA 1995)
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A RESOLUTION ESTABLISHING SUPPORT FOR REPEAL OF A PORTION OF HCS
CSSB 87(JUD) RELATING TO ALCOHOLIC BEVERAGE CONTROL.

WHEREAS, the Anchorage Municipal Charter Article VIII grants
unto a duly recognized Community Council the basic right of self-
determination, and

WHEREAS, the Spenard Community Council being a duly organized
community council under Section 2.40.010 of the Municipal Code, and
C
|

WHEREAS, the Spenard Community

| . . ouncil area has one hundred
and seventeen liquor licences within it

s boundaries, and

_ WHEREAS, Spenard has twenty seven percent of. all®Anchorage
liguor licenses within it's boundaries, and

WHEREAS,  Spenard has onl)r six percent of the population of
Anchorage within it's boundaries, and

WHEREAS, the Spenard CommunitY] Council has experienced a long
and ongoing negative effect from the ravages of alcohol, and

. WHEREAS, because of our ongoing experiences with the alcohol
industry, and

- WHEREAS, alcohol influences eighty percent of all convicted
criminals in the state of Alaska, and

WHEREAS, the availability of alcohol increases consumption,
and

BE IT THEREFORE RESOLVED, that the Spenard Community Council
requests and supports the repeal of that section of "HCS CSSB
87(JUD) which allows ten percent of Restuarant or eating place
licenses to be exempt from the fifty percent food provision of
license requirements.  We further ask that no exempt licenses
approved subsequent to this act be given grandfather rights.

Chairman, Pat Fullerton



February 2, 1996

Representative Norman Rokeberg
Alaska State Legislature
Juneau, Alaska

Dear Representative Rokeberg,

At the January 30, 1996 CHARR Board ofDirectors meeting, House Bill
No. 372 which you have sponsored was discussed at great length. The Board has directed
me to communicate our position to you. CHARR supported the adoption of Senate Bill
87 last year which was introduced to correct problems in existing ABC statutes. CHARR
historically has opposed the concept of increasing the number of any type of retail
beverage alcohol license available and we continue to oppose any expansion of this
number. We support this intent of your legislation but we do feel that the title of House

Bill No. 372 is unnecessarily broad.
We appreciate the opportunity to comment on the legislation and the

consideration you have shown us.

Yours trulv.

Carol Wilson
Executive Director
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February 9, 1996

Representative Norman Rokeberg
Alaska Stare House of Representatives
Slate Capitol

Juneau, Alaska 99801*1182

FAX: 907-465-2040

RE: HB 372 - Liquor licenses issued to a restaurant or eating place
Dear Representative Rokeberg: — —Z-

This letter is drafted in response to our telephooe conversation on February 8, 1996. We discussed HB 372, a
bill you have introduced to repeal AS 04.11.100(f). This provision, passed last year as pan of SB 87. allows a
restaurant or eating place licensee (commonly referred to as a beer and wine license) to become "exempt" from some
requirements normally placed on a a bona fide restaurant.

An exempt licensee would need to provide food items, but would not need to necessarily meet the requirement
of AS 04.11.100(c) that 50 percent of gross receipts of a licensed premises come from the sale of food. Under the
"exempt” status the establishment could also be exempt from the constraint of IS AAC 104305 that live entertainment
be provided only from 6 pm. to 9 pm.

Based on my research of the history of SB 87, the "exempt" provision was a compromise designed to address
a request from some restaurant owners that wished to provide entertainment later into the evening and entertainment
purveyors who wanted the ability to serve beer and wine. There was discussion of creating a new type of license or
additional licenses like those allowed for the promotion of tourism (AS 04.il.400(d)) or public convenience (AS
04.11.400(g)). However, this alternative would have created additional licenses in a market that is already saturated

based on population quotas contained in the statute.

The "exempt" approach to restaurant and eating place licenses was decided to best meet the expressed need
because it would;

1) not create additional licenses, but merely allow existing licensees within the population quota to
expand entertainment offerings;

2) require approval of the local governing body to exempt the licensee;

3) limit the number of exempt licensees to 10% of the restaurant or caring place licenses (the calculation

based oa general population limitations of one restaurant license for each 1,500 population or fraction
of the adjusted population would be as follows for the Municipality of Anchorage:
229,775 divided by 1,500 = 154 x 10% * 15; Based on the same formula the City of Fairbanks; 2
exempt licenses and the City and Borough of Juneau: 2 exempt license;

4) require the sale of food items as shown on a menu approved by the ABC Board;

5) prohibit issuance of an eating place exemption to establishments licensed under public convenience
provisions (AS 04.11.400(g)) and (15 AAC 104335); and

6) prohibit transfer of an exempt license to another person.



These controls are Important and valuable. However, it is clear, as noted in the testimony before the Same
Fitiejce Committee last year (see enclosed minutes),nhe intent and result of the exempt provision is to allow the
application of a beer and wine license beyond a setting where dining is the preeminent activity. This allows for a
limited number of beer and wine licensees to operate, at times, as a uvem or. to use the words of Mr. Sbarrock in
explaining Section 4 of SB 87 to the Senate Finance Committee, a "semi-tavern."”

To date, the ABC Board has approved “exempt" status for Legal Pirn and Railway Brewing Company in
Anchorage and the ABC Board will consider the request from Chtmdalar Inn in the Mataunska-Susitna Borough at its
board meeting of February 14 to 16. China Express, Ichiban Japanese Restaurant, Sushi Gardens, and Fiori DTulia of
Anchorage are in the process of requesting exempt designations and will be considered ar a subsequent ABC Board

meeting.

SB 87 contained a number of provisions important to the hospitality industry. The ABC Board and lIts staff
acted to assist the Legislature and the industry in drafting legislation that would strike the proper balance between
adequately regulating the alcoholic beverage trade and allowing freedom fcr entrepreneurs to meet public demand for
expanded entertainment and recreation options.

.Lstmd by the considered and informed consent demonstrated by the Nineteenth Legislature during Its first
session last year and Governor Knowles' general agreement with SB 87 when he signed it into law as Chapter 3, SLA
1995. The ABC Board is proceeding in implementing the provisions of this new law. | and the Board stand ready to
work with you on HB 372 or any other legislation you wish to offer to find the proper balance in regulation of the
alcoholic beverage industry for the welfare of all Alaskans.

The ABC board will be in Juneau February 15 and 16 and will be available to discuss your bill further. The
Board meetings will be held at the Juneau Assembly Chanbas and the board is staying at the Westmatk the evening

of February 15,1996.
Feel free to contact me further regarding HB 372 or any other mallei related to alcoholic beverage regulations.

Sincerely,

Douglas B. Gti
Director

Enclosures: Senate Finance Committee Minutes

cc: ABC Board Members
Bob Bartholomew, Legislative Liaison
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February 24, 1996

Representative Norm Rokeberg
Alaska State Legislature

RE : House BillNo. 372 (Repeal of AS 04.11.100(f))

Dear Representative Rokeberg, - =

I would like to voice ray objection to House BillNo. 372 which is being
introduced by Rep. Bettye Davis and yourself.

This bill as written would effect our business in a very negative way. We have
made business decisions, leased property from the State of Alaska, purchased equipment
and designed our establishment with this license in mind. We currently hold one of the
licenses you are advocating to have repealed.

We have beenworking with the Alaska Railroad in their effort to develop the Ship
Creek drainage into less ofan industrial area and more into upscale business oriented tuca.
We are not an establisbement that is either a nuance or eyesore to the community.

The repeal of our licence would effect us financially in excess of$800,000 based
upon our current investment. |fthis were a renewable natural resource issue suck as
commercial fishing or timber, where the revocation ofthe licence would result in the
potential of a resource continuing or increasing, then I may be persuaded. But to repeal a
licence that, has been approved by the State of Alaska Alcohol, Beverage and Control
Board, the local Community Council, the Municipality of Anchorage twice (police dept,
included) and has been the focus of four separate public forums along with being not
transferable to another site, is not defensible.

If the legislature wishes to repeal a licensing law, while grandfathering in the
businesses that have licences, while | don't agree, at least that would follow a more
common practice on licenses.

I would very much appreciate a copy ofthe Bill No. 372's summary papers so |
could better understand your position and the precedent for repealing licences on
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approved operations with no community documented problems. In addition, | want to
know when this biil will be presented to the committee, whether you or the committee

intend to attach tliis bill to other legislation or the bill will be part of group of bills to be
voted upon as a group Y%

Please respond by contacting me at (907) 243-7775 or fax a response to (907)

cc: Rep. Bettye Davis
Rep Cynthia Toohey
Rep. Con Bundy
Committee on State Affairs Members
Committee on Labor and Commerce Members
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March 8,1996

Representative Norman Rokcburg

State Capital
Juneau, Alaska 99801-1182

RE Bill #372

Dear Rep. Rokebuig:

Thank you very much for responding to my letter of Febnuny 24,1996 regarding
my concern on HB #372. There are a couple items of interest | would like to bring to
your attention that you may not be familiar with in regards to the Exempt Restaurant

Licence.

Y ou indicate that the passage of this bill (repeal of our licence) would require us to
serve food. On the contrary, ifyou read the statute, an Exempt Restaurant Licence
requires you to have a M menu like any restaurant. The menu itself, requires review and
approval by the Alcohol, Beverage and Control Board (ABC). This bill does not establish
another "bar'V'tavern”, but allows a true full service restaurant to have entertainment past
9:00pm. It should also be noted the entertainment style and type are reviewed by the

ABC Board as well.

In addition, you stated that the Anchorage Municipal Assembly and the Spenard
Community Council support HB #372. | find this interesting due to the fact that my
licence and two others that | am familiar with were unanimously approved by the
Municipal Assembly during four separate public hearings. | can not speak for tire Spenard
Community Council but the Downtown Community Council has gone on record
supporting my licence and others. | made a public presentation to that body, which is a
requirement ofthe Municipal Assembly and the ABC Board. My point being, if the local
government and public oppose this licence,\. nwhy did the Government entries approve
unanimously and they be no public opposition. As the statute reads, this licence requires
approval not just a non-objection like every other i,,pe of liquor licence. This licence gets
more scrutiny then even a full Liquor Dispensary Licence.

.02
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To clearupa misconceﬁtion Please also be aware that this licence does not
generate additional licences. These licences are re-Issuing ofrestaurant licences and they

0 not exceed the number allowed by population count.

| did not receive the sponsor statement and other materials indicated to be with
your correspondence.

Thank you once again for your attention to my concerns on HB #372and should
you have any question please do riot hesitate to contact me & (907) 243-77/5

cc.  House State Affairs Committee Members
House Judiciary Members
Representative Cynthia Toohey
Representative Con Bunde
Representative Betty Davis
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" ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300
Juneau, AK 99811-3300
(907) 465-3830
FAX (907) 465-2347
MEMORANDUM

TO: The Honorable Mark Hanley
The Honorable Richard Foster
Co-Chairs, House Finance Committee

FROM: Randy S. Welker
Legislative Auditor

DATE: January 17, 1996

RE: Sunset Audits

The Legislative Budget and Audit Committee has released the er dosed sunset audit reports
on xhe Board of Dispensing Opticians, the Board of Chiropractic Examiners, and the Board
of Examiners in Optometry.

I would like to fake this opportunity to provide the following comments on the legislation
you have before your committee on each board.

Board of Dispensing Opticians (HB.382)

We have recommended that the termination date of the board be extended to June 30, 2000 as
provided for in House Bill 382.

We are also recommending certain statutory changes regarding licensing by reciprocity and
credentials. In Recommendation No. 1, we support the repeal of AS 08.71.150. This section
is essentially irrelevant and serves to provide legal support for applicants who have been
rejected and are predisposed to legally challenging the board’s decision.

Also in Recommendation No. 1, we suggest that AS 08.71.145 should be clarified to provide
that a person licensed in another state with requirements and standards essentially
equivalent to those of Alaska shall be issued a license in Alaska without examination. Such

language would reflect the current standard being utilized by the board and provide a
stronger statutory basis for those standards.



The Honorable Mark F ey -2 - January 17,1996
The Honorable Richard Foster
Co-Chairs, House Finance Committee

Board of Chiropractic Examiners (HB 404)

Our audit conclusion recommended a four year extension of this board until the year 2000.
This is one year sooner than the date contained in House Bill No. 404.

We are also recommending the legislature consider modifying AS 08.20.140. This statute
provides a process by which applicants may be licensed as chiropractors without taking the
state examination if they are licensed in another jurisdiction that has requirements equivalent
to Alaska. The board has determined that no other jurisdiction has requirements essentially
equivalent to those of Alaska. This has rendered the licensure by credentials statute
meaningless.

Statutory amendment should codify current practice, thereby providing clear notice of the
licensing requirements and standards.

Board of Examiners in Qptomelrv_(HB_4.Q5)

We are recommending that the board be extended to June 30, 2002. Additionally, we are
recommending several changes *o the optometry statutes.

First, we suggest the repeal of AS 08.72.150 which establishes an administrative deadline for
submitting applications to the Division of Occupational Licensing. We believe this deadline
should be set by the board and the division through regulation.

Next, we recommend the repeal of the license requirements relating to branch offices (AS
08.72.125). It appears that the conditions and concerns that originally gave rise to branch

office licensing no longer exist.

We are also recommending the repeal of language relating to health and visual acuity
requirements for licensure. AS 08.72.140 and AS 08.72.181 contain unreasonable and
potentially discriminatory requirements.

Finally, we are recommending the Legislature clarify the statute that relates to the
supervision and registration requirements of unlicensed individuals employed by opticians

and optometrists.

We would respectfully request that the House Finance Committee consider amending the
bills before you to address the issues summarized above regarding these specific boards.

Additionally, on a broader basis, we believe that the Division of Occupational Licensing

would benefit from statutory authority to impose civil fines for unlicensed activity. This
would apply to all professions under its jurisdiction. We provide a brief discussion of the

AAKA STAIE LEOS ATLKB OCMSON CF LEAS ATMVE ALOT



The Honorable Mark H 'y -3 - ( January 17,1996
The Honorable Richard Foster

Co-Chairs, House Finance Committee

issue in Recommendation No. 2 of the audit on the Board of Dispensing Opticians. If an
appropriate vehicle is available to accommodate this measure, we believe the division will
improve in the efficiency and cost effectiveness of enforcement activities.

We are available to assist you in analyzing the boards currently under sunset review. Please
feel free to contact me at any time.

ALAKA STAIE LEIS ATURE DMSON CP LBASATIMB ALDIT
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LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3S08
FAX (907) 465-2029 130 Seward Street, Suite 400
Mail Stop 3101 Juneau, Alaska 99801-2105

Copies of minutes listed below were originally included in this file. The minutes are
available on the legislative computer database. In order to save space copies of minutes have
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300
Juneau, AK 99811-3300
(907) 465-3830

FAX (907) 465-2347

September 29, 1995

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
BOARD OF DISPENSING OPTICIANS

September 29, 1995

Audit Control Number
08-1435-96

This audit was conducted under the requirements of AS 44.66.050 and the authority of
AS 24.20.271(1). Alaska Statute 44.66.050(c) lists criteria to be used to assess the
demonstrated public need for a given board, commission, agency, or program subject to the
sunset review process. Currently, under AS 08.03.010(c)(8), the Board of Dispensing
Opticians is scheduled to terminate on June 30,1996. The board would be allowed one year in
which to conclude its affairs.

In our opinion, the Board of Dispensing Opticians should be reestablished. The regulation and
licensing of qualified dispensing opticians is of benefit in protecting the public's health, safety,
and welfare. We recommend that the legislature extend the Board of Dispensing Opticians

until June 30,2000.

The audit was conducted in accordance with generally accepted government auditing standards
using criteria set out in AS 44.66.050(c). Fieldwork procedures utilized in the course of
developing the findings and discussion presented in this report are discussed in the Objectives,
Scope, and Methodology section on page one
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0 BIECTIVES,S,CQEE> AND METHQPQLQEY

In accordance with the intent of Titles 24 and 44 of the Alaska Statutes (sunset legislation), we
have reviewed the activities of the Board of Dispensing Opticians. As required by
AS 44.66.050(a). the legislative committee of reference shall consider this report during the
legislative oversight process to determine whether the board should be reestablished.
Currently, AS 44.66.010(11) states that the board will terminate on June 30, 1996, and will
have one year from that date to conclude its affairs.

Objectives

Our specific audit objectives were:
1 To determine if the termination date of the board should be extended.

2. To determine if the board is operating in the interest of the public. In assessing the
operations and performance of the board, we utilized the criteria set out in
AS 44.66.050(c). Criteria set out in this statute relates to the determination of a
demonstrated public need for the board.

Scope and Methodology

The major areas of our review were licensing, examination, investigations, and board
proceedings. We reviewed and evaluated the following:

1 Applicable statutes and regulations.

2. Tests of files and documenfation of licensees.

3. Minutes of board meetings and division correspondence files.
4. Attorney general’s opinions applicable to professional boards.

In addition we conducted interviews with Division of Occupational Licensing staff, and with
selected licensed dispensing opticians, including the current chair of the board.
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O RGANIZATION AND FUNCTION

The Board of Dispensing Opticians was established under the provisions of Title 8, Chapter 71
of Alaska Statutes. The board consists of five members appointed by the governor and subject
to legislative confirmation. Four members must be dispensing opticians and one a public
member. Board members serve staggered terms of four years.

The board regulates the practice of opticianry. The board sets the minimum standards to
practice in Alaska by:

1 Examining and issuing licenses to
qualified applicants. Board of Dlspens 3(? 985)C|ans
2. Establishing, amending, or ASO June 1

eliminating regulations controlling
the standards of  professional
opticianry practice.

Alicia Musser -Chairperson
Patricia Hedges-Gajdos
Cynde Oleck

3. Revoking, annulling, or suspending
licenses in accordance with the
Administrative Procedures Act when
a person has violated dispensing
opticians’ statutes or regulations.

yiote - two seats, including the public
member seat are vacant

From a commercial perspective, the licensed dispensing optician is, compared to other
professional groups, somewhat uniquely situated. The optician provides services that also
can be provided by two other licensed professionals — optometrists and opthamologists (the
latter being a licensed physician specializing in care of the eyes). State law specifies that the
rights, privileges, and obligations of dispensing opticians are designed not to “limit or
restrict a licensed physician or optometristfrom the practices enumerated” in the dispensing
optician statutes.  Additionally, statute provides that “each licensed physician and
optometrist has all the rights and privileges which may accrue under [statute] to a
dispensing optician licensed [under state law]. "

Opticians provide services to the public that also can be provided by individuals associated
and supervised by optometrists and opthamologists. Some opticians work independently
while others are employed by, or in some other way affiliated with, optometrists and
opthamologists. As discussed further in this report, these unique commercial relationships
and circumstances have contributed to allegations of widespread unlicensed activity along
with confusion as to the extent that unlicensed individuals are required to be supervised by
licensed professionals.
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Division of Occupational Licensing

The Division of Occupational Licensing (OccLic), Department of Commerce and Economic
Development provides administrative and investigative assistance to the Board of Dispensing
Opticians. This assistance is funded by licensing and application fees as appropriated by die
legislature. Administrative assistance includes budgetary services and functions such as:
collection of fees, maintaining files, receiving and issuing application forms, and publishing
notice of examinations and meetings. On its own initiative, or in response to a compliant,
OccLic may conduct an investigation if it appears a person has engaged in or is about to engage
in a practice over which OccLic has authority. OccLic can issue an order that a person stop the
practice, bring an action on Superior Court to enjoin the act, examine the books and records of
an. individual, and issue subpoenas for the attendance of witnesses and records.
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REPORT CONCLUSIONS

In our opinion, the Board of Dispensing Opticians should be reestablished. The regulation and
licensing of qualified professionals is of benefit to the protection of the public’s health, safety,
and welfare. The board provides this service by establishing minimum educational and
experience requirements that provide reasonable assurance that persons licensed are qualified to
practice. Also, assurance that those licensed act in a competent manner is provided by
investigation of complaints and revocation or suspension of licenses when appropriate.

Although we determined the Board of Dispensing Opticians has demonstrated that it serves a
public purpose, we do have concerns regarding certain aspects of its administrative operations.
We discuss our concerns more extensively in both the Findings and Recommendations, and
Analysis of Public Need sections of this report.

Alaska Statute 08.03.010(c)(l 1) requires that the Board of Dispensing Opticians be terminated
on June 30, 1996. Under AS 08.03.020 the board has a one-year period to administratively
conclude its affairs. We recommend that legislation extend the termination date for the board
to June 30,2000.

In making this recommendation we have departed from the trend began last year in our sunset
review reports. In those reports we recommended longer extension periods for occupational
licensing regulatory boards. This change reflected our view that the administration of most
licensing boards was such that limited benefit would be provided by more frequent sunset
reviews. We recommended, and the legislature adopted, ten year extensions for the various
occupational licensing boards that were due to sunset on June 30, 1995.

In this instance, we recommend that the legislature return to a more limited, four year sunset
review cycle. Our recommendation reflects concerns that we have regarding certain aspects of
the board's performance. These concerns are discussed further in two sections of this report —
Findings and Recommendations and Analysis of Public Need. As discussed in the Findings
and Recommendation section, we suggest the legislature consider making certain changes to
the statutes governing the Board of Dispensing Opticians. Ifthe suggested changes are made, a
review of operations conducted in preparation of a 2000 sunset date would provide an
opportunity to assess the impact ofany adopted statutory and administrative changes.

Essentially, in this instance we believe there is a prospective benefit to reevaluating the
operations of the Board of Dispensing Opticians through the sunset review process.
Accordingly, we recommend the legislature extend the board to 2000, consider the
recommended statutory changes, and set in a motion a process by which the impact of these
actions can be evaluated after three years of implementation.
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F INDINGS AND RECOMMENDATIONQ

Recommendation No, 1

The legislature should, amend the statutes related to the licensing of opticians without
examination.

Currently, under the statutes related to the Board of Dispensing Opticians, provision is made for
individuals to be licensed without having to pass the State's practical examination. Provision is
made through two different, although somewhat related, methods — reciprocity and
credentials.

Reciprocity

Current statute permits an individual to be licensed as a dispensing optician if they have been
practicing in another jurisdiction which has "requirementsfor licensing and gives reciprocal
rights equivalent” to those of Alaska.l In practice, this provision has proven inapplicable,
since Alaska has not entered into any reciprocal agreements with any other state. In the 1991
sunset report prepared by the Legislative Finance Division, it was recommended that this
statute be repealed altogether since it was not effectively providing reciprocal licensure.

During the audit period, the board issued no licenses through reciprocity.

Currently, the Department of Law (DOLaw) is analyzing this statute. DOLaw is informally
advising that reciprocity may be allowed even in the absence of a formal agreement. As we
understand it, the Department of Law points to the construction of the statute saying that
reciprocal rights need only be equivalent and not necessarily memorialized in a formal
agreement.

Credentials

Alaska law also permits an individual to be licensed without examination as an optician through
a credentials process. State law (AS 08.71.145) provides that an individual with a valid license
from another jurisdiction “shall be issued a license without examination upon payment o ffees
and documentation that the board may require by regulation " [emphasis added]. The board has
issued several licenses over the past three years under this statutory provision.

‘The full statutory reference, at AS 08,71.150 states that

An applicant who has been licensed and has been practicing as a dispensing optician in a state,
territory, district, or possession of the United States which has requirementsfor licensing and gives
reciprocal rights equwalent to those of this state, and who otherwise meets the requirements of

AS 08.71.110, shall be licensed by the board without examination.

AS 0871110, referenced in the statute, sets out the specific qualifications that an individual must have to apply for
taking the optician licensing examination.
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In its FY 93 Annual Report, the board endorsed the recommendation made in a prior sunset
review that the reciprocity statute be repealed. The board also proposed the deletion of the
credentials exception to licensure without an examination set out in AS 08.71.145.2

In our view, the legislature provided for licensure by reciprocity and credentials as a means to
allow qualified individuals fair and reasonable access to the profession. Accordingly, we
typically adopt a skeptical perspective of board actions and practices that serve to undermine
statutory intent.

In this instance, however, we agree with the recommendation of the board and affirm the prior
sunset review’s recommendation regarding licensure by reciprocity. The current statute is
essentially irrelevant and serves to primarily provide legal support for applicants who have
been rejected and are predisposed to legally challenging the board’s decision.

Although we believe the statutory provision for licensure by credential should be amended and
clarified, we do not believe it should be repealed. The legislaure made provision for licensure
without examination to prevent the board from unduly restricting entry into the profession.
Accord’ iy, a credential statute, clarifying the conditions for licensure without examination,
better serves this legitimate public policy goal.

We recommend that the legislature set out in more specific statutory language the conditions
for licensure without examination. As is done elsewhere in statute, we suggest a provision
permittinglicensing by credential in those instances where the applicant can provide
satisfactory documentation that they are licensed in another jurisdiction where requirements
and standards are essentially equivalent to those of Alaska. Such language would reflect the
current standard being utilized by the board. Under regulation 12 AAC 30.100, applicants can
be licensed without examination if they can demonstrate they have:

a) passed an equivalent practical examination,

b) passed the national examination (or an examination equivalent to the national
examination),'land,

c) have received training equivalent to that of Alaska.

: The full statutory-reference, at AS 08.71145 states that

A person with a valid license as a dispensing optician from another state, territory, district or
possession ofthe United States shall be issueda license without examinationfor those professional
areas inwhich the person s licensed upon payment of any fee and documentation the board may
require by requlation.

Jhe national examination is the National Opticianry Competency Examination and is administered by a private
firm. Professional Testing Services.

3
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According to the board’s FY 93 Annual Report, only 14 of the 23 states that license opticians
require that applicants successfully complete a practical examination. Under the equivalency
requirement, applicants from these states would seem to be most likely, in the first instance, to
qualify for licensure by credential. In the past, applicants licensed in Washington and Florida
have been considered to meet Alaska's standards and accordingly, have been licensed by
credential, without examination.

These circumstances indicate that such amending to the credential statute would not unduly
jeopardize protection of the public. Likewise, clarification of the statute would serve to
establish more clearly the intent of the legislature and better circumscribe the discretion of the
board in providing for licensure without examination.

Recommendation No._2

The legislature should consider adopting statutory changes to provide for more efficient and
cost-effective control over unlicensed activity.

The investigative unit of the Division of Occupational Licensing is the agency primarily
responsible for the enforcement of professional licensing laws. The unit utilizes legal processes
set out in statute in carrying out its investigative and enforcement duties.

Unlicensed activity is a concern of the Board of Dispensing Opticians

As discussed in the Analysis of Public Need section, the incidence of what some eye care
professionals view as unlicensed practice is of increasing concern. Opticians provide services
to the public that also can be provided by individuals associated and supervised by optometrists
and opthamologists. Some opticians work independently while others are employed by, or are
in some other way affiliated with, optometrists and opthamologists. This unique commercial
relationship has contributed to allegations of widespread unlicensed activity along with
confusion as to the extent that unlicensed individuals are required to be supervised by licensed
professionals.4

The Department of Law has advised the optometrists’ licensing board that all individuals
dispensing eyeglasses under its supervision should either be a licensed optician or a registered
apprentice.5 Given the conclusions of this legal analysis, we received reports and complaints

4There are provisions in the statutes relating to hoth opticians and optometrists that acknowledge that services may
be provided by non-licensed individuals under the supervision of the professional license holder. More specifically,
optician statutes provide for what are termed registered apprentices and require applicants to serve an apprenticeship in
order to sit for professional examination.

9n a July 1991 memorandum of advice from the Department of Law, the Division of Occupational Licensing was
advised that individuals dispensing and fitting eyeglasses under the supervision of an optometrist still needed to be
either a licensed optician or a registered apprentice. The attorney general has held this opinion even though statute
specifies that the rights, privileges, and obligations granted to dispensing opticians are designed not to *limit or restrict
a licensedphysician or optonetristfrom the practices enumerated™ in the dispensing optician statutes. Additionally,
statute provides that "each licensedphysician and optoretrist has all the rights and privileges which may accrue under
[statute] toa dispensing optician licensed [under state law],"
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from dispensing opticians that there is extensive unlicensed activity. That is, numerous
individuals are dispensing and fitting eyeglasses and contact lenses without a license —
ostensibly under the supervision of licensed optometrists.6

Enforcement of unlicensed activity is low priority

In the context of risk to public health, unlicensed activity in the dispensing of eyeglasses poses
a relatively minor threat. Although the threat of improperly fitted contact lenses is somewhat
greater, the public health risk is still relatively small. Accordingly, local prosecuting attorneys
assign the enforcement of optician licensing requirements a low priority. Likewise, given the
many demands of various professions, the Division of Occupational Licensing’s investigative
unit is able to give limited attention to enforcement. However, the division may be able to
more expediently shut down unlicensed practice through the use of civil penalties.

Under the current statute related to the licensing of architects, engineers, and land surveyors a
civil penalty of up to a $5,000 fine can be levied against an individual who engages in
unregistered or unauthorized practice.7 In discussions with the Division of Occupational
Licensing's investigative unit, this provision has proven to be an effective means to closing
down unlicensed activity. Although it has not been in\./oked, i.t has been proven to pe ag
effective deterrent and appears to encourage timely compliance with cease-and-desist notices.
In our view, adopting legislation to give the unit this authority at its discretion would be a cost-
effective way to address unlicensed activity in all professions in a comprehensive, efficient
manner.

6As a result, the value and necessity of obtaining an optician license in order to work is lessened. Individuals can
continue to work under the supervision of optometrist, without obtaining the necessary license. This decreases the
number of license holders, which has the effect of increasing license fees, which in turn lessens the incentive of
individuals to maintain their license in good standing. From a commercial standpoint, due to lack of enforcemen’ of
licensing requirements, the dispensing optician license in many circumstances is meaningless.

7AS 08.48 295 provides for the following

@ In addition to any other provision of law, ifa person practices or offers to practice
architecture, engineering, or land surveying in the state without beiing registered or authorized
o practice in accordance with the provisions of this depter, the board may enter an order

lewinga civil penalty.

(® A cimil penalty levied under this section may not exceed S5.000for each offense.  In
lewyinga civil peralty, the board shall set the amount ofthe penalty imposed under thissection
after taking into account appropriate factors, including the seriousness of the violation, the
economic berefit resultingfrom the violation, the history of violations, and other matters the
board considers appropriate.

‘A cease-and-desist order is often the first remedy sought by the investigation unit of the Division of Occupational
Licensing. Essentially, such an order is a legal document that charges an individual with a certain violation of statute
and requires them to stop the activity in question.
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Accordingly, we suggest the legislature consider amending the central licensing statutes at
AS 08.01.075(a)(8) to specify that civil fines may be imposed for violation of either general
licensing statutes and regulations, in addition to violation of the statutes or regulations related to
any given professional licensing board.

Recommendation No. 3
The board should improve the objectivity and consistenc>Lolllig_piactical_examinatiQn.

The board requires applicants for licensure to pass a national written examination and a
practical examination to demonstrate sufficient ability to dispense optical products. Tne current
practical examination is very subjective.

Five times in the past four years the scores given applicants for the practical examination have
been challenged. In two of these instances, test scores were changed when re-graded, and in
one of these cases the applicant went from a failing to a passing score.

The board acknowledges that the consistency and scoring procedures for the examination must
be improved. The board has started work on developing an examination manual which should
make the examination process more objective, more consistent, and less vulnerable to
challenge. Unfortunately, the public board member, who was the most active individual in
developing these changes, resigned in January 1995. Itis our understanding that drafting of the
manual has been set aside since that time.

We encourage the board to continue making the examination manual a priority, and
recommend that the board assign the effort to a subcommittee of the board for further
development.
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A NALYS1S or PUBLIC NEEPI

Limited Analysis

The following analyses of the board activities relate to the public need factors defined in the
"sunset" law, Alaska Statute 44.66.050. These analyses are not intended to be comprehensive,
but address those areas we were able to cover within the scope of our review.

The extentto which the b

Although there has been some inconsistencies and defects in the administration of the State's
practical examination, the board has served the public by examining and licensing qualified
applicants. The board has also proposed changes to statutes and regulations in order to enhance
the quality of opticianry care in Alaska.

The board has enforced the laws for ongoing license holders in a uniform and consistent
manner. It has held regular meetings and examinations throughout the audit period in
accordance with statutory requirements.

ation o fthe board, commission, oragencyprogram has been

rig budgetary, resource, andpersonnel matters.

Two board seats have been vacant since January of 1995. This causes a strain on the ability of
others on the board to effectively fulfill the duties of the board. As of the date of this report,
two seats remain unfilled — including the public member seat.

Due to budget constraints the board has been forced to cut back to one annual face-to-face
meeting. While teleconference meetings have been held, most substantive administrative
action and the state practical examination must be administered during the two-day annual face-
to-face meeting. This has made it difficult for the board to complete all its tasks.

The nature of the opticianry industry also impedes the operation of the board. The industry is
in a state of flux. Traditional optician shops are facing increased competition from chain store
operations which often offer less expensive, allegedly lower quality eyeglasses. As discussed
in Recommendation No. 2, these stores are often accused of using unlicensed, unsupervised
employees. Investigation of unlicensed dispensing of eyeglasses is a low priority for the
Division of Occupational Licensing’s investigative unit due to the low level of health risk it
represents to the public.
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Consistent with statute, Occupational Licensing has increased the biannual licensing fees from
$230 to $385.9 There has been a substantial decline in the number of licensed opticians during
the most current license renewal period. Informed observers we spoke with have speculated
that many license holders may have come to see that the license is not worth it in view of the
increase in fees. As discussed in the Organization and Function section, the structure of the
vision care profession is such that an individual does not necessarily have to be licensed as an
optician to legally dispense optical products.

extentto which the board, commission, on
are generally o fbenefitto thepublic interest.

The board has recommended the repeal of AS 08.71.150, which provides for licensure by
reciprocity. This was also recommended in the 1984 and 1991 sunset reports. It has been the
board's contention that the statute was unnecessary since no other state offered reciprocity to
Alaskan license holders. Licensure without examination can be achieved through what is
termed licensure by credential. For further discussion of the issues involved in licensure by
reciprocity and credentials, see Recommendation No. 1. As reflected by our analysis presented
in that recommendation, we do not necessarily agree with all aspects of the board's position —
however, we do feel this issue should be clarified in statute.

report-tv. u iilunvetrun# uuz tzjjKL'iivz- kjj MO w tu

service, economy o fservice, and availability o fservice that itprovides.

All but one meeting was advertised in three Alaskan newspapers, with adequate notice for
interested individuals to attend or to make written comment. One meeting was not advertised
in the Juneau or Fairbanks papers. Two meetings, including this one were rescheduled.
Therefore, cancellation notices were required to be published.

At each meeting, the public was encouraged to submit either oral or written testimony before
the board.

AS 08.01.065(c) requires that the Department of Commerce and Economic Development establish licensing fees so

the total amount offees ool lectedfor an occupation approximately equals the actual regulatory costs
for the occupation "regulatory costs'' means oosts ofthe department that are attributable to regulation of
an occupationplus

(D) all expenses ofthe board that regulates the occupation ifthe board regulates one occupation; . ..

In order to comply with the requirements of the statute, the Division of Occupational Licensing raised the license fees
for Dispensing Opticians more than two-thirds from S230to S385 for the 1995 renewal.
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The extentto which the board, commission, oragencyhasencouragedpublicparticipation
in the making o fitsregulations and decisions.

Public notices of proposed regulations are published in major newspapers. As noted above,
meetings were adequately advertised, and time was set aside for public testimony.

Overall, the investigation of complaints against licensees received by the Division of
Occupational Licensing is effective. While timeliness is an issue, given the circumstances
surrounding the cases that have remained open for an extended period, progress is reasonable.
Complaints are prioritized appropriately and handled accordingly.

The licensing board appears willing to take effective licensing enforcement action, and to
operate in a fair and objective manner. In only one instance was a case heard by a hearing
officer. In that case, the hearing officer’s proposed decision was upheld. While the board’s
willingness to enforce licensure laws is not In question, the efficiency with which it acts is in
doubt. In two cases, licenses to dispense contact lenses were erroneously issued by the board.
One applicant voluntarily returned the license, but another is resisting the rescission.

It is noteworthy that of the fourteen investigative cases opened from FY 92 through FY 95,
only four involved allegations of misconduct by a licensed optician. Three of those four cases
were closed with findings of no violation, or compliance. One case is still opened. More than
70% of investigative cases involved licensing application problems, unlicensed practice, or
challenges to licensing examination scores. The remaining investigations involved applicant's
complaints regarding examinations, allegedly unlicensed practice, and concerns involving
applicant information.

The two complaints reported to the ombudsman were of a limited scope. The first involved an
allegedly improper prescription and the refusal of the optician to correct the error. The
ombudsman's investigator directed the complainant to file a formal complaint with the board.

The second complaint dealt with the refusal of the Division of Occupational Licensing to allow
an applicant to sit for the examination because the application was received after the deadline.
The ombudsman found that the deadline was set by statute and was due to national examination
standards. However, the complainant was advised to appeal to the Board of Dispensing
Opticians. Neither of these complaints is cause for concern as to the efficiency with which the

board fulfills its mission.

-15-
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The extentto which a board or commission that regulate entry into an occupation or
profession haspresented qualified applicants to serve the public.

Applicants to the board of dispensing opticians are licensed according to statute. Of the ten
licenses tested, two minor errors were detected. Additionally, as discussed above, it was
brought to our attention that two licenses for the dispensing of contact lenses were issued in
error.

The written examination process adequately and fairly tests an applicants’ basic knowledge.
However, the state practical examination is highly subjective and subject to challenge. This
raises concerns regarding the efficiency with which the board presents qualified applicants to
serve the public. See Recommendation No. 3 for further discussion.

Fewer than half the states nationwide regulate opticians. Of the 23 states that do, only 14
require any type of practical examination. There is little if any apparent standardization among
the practical tests given in different states. Given these facts, it also appears that Alaska is one
of the most difficult states in the nation in which to obtain a license. This may be cause for
concern about barriers to entry into the opticianry market. For further discussion, see
Recommendation No. 1.

The extenttowhich state personnelpractices, including affirmative action requirements,
have been complied with by the board, commission, or agency to its own activities and the
area o factivity or interest.

No complaints regarding the Division of Occupational Licensing were received by the
ombudsman. We did not find any evidence that the board was not complying with state
personnel practices, including affirmative action in qualifying applicants. In no instances has
the board denied an applicant a license based on personal attributes.

o -
The extenttowhich statutory, regulatory, budgeting, or other changesare necessary to
enable the agency, board, or commission to better serve the interests o fthepublic and to

comply with thefactors enumerated in this si bsection.

The board needs to meet more than once a year to be effective. At the present, the beard has
one two-day meeting annually. One day is needed to conduct the state practical examination.
Not enough time is left to administer other board business effectively.

Vacant board seats must be filled in a more timely manner to ensure that the board functions
properly. Currently, two seats have been vacant for more than six months. This leaves only
three members to ftilfill all board obligations. Low examiner/examinee ratios have been cited
as one cause for problems with the state practical examination. A complete board, coupled
with an additional meeting/examination would alleviate this problem.
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The state practical examination must be more standardized. Lack of standardization has lead to
inconsistency in examination scoring. This is partially due to the low examiner/examinee ratios
and partially due to the hurried manner in which board members are forced to grade
examinations. The board had begun work gn a testing manual, but the member most involved
in the drafting of the manual resigned and the project has fallen by the wayside. More
standardization is essential to reduce the number of challenges currently received to test scores
and to better allow the board and occupational licensing to defend the scores that are given.
See Recommendation No. 3 of the Findings and Recommendations section of this report.

Statutory changes are necessary to allow better enforcement against unlicensed activities.
Unlicensed practice iscommon in the opticianry industry. Due to the nature of the service, and
the demands on occupational licensing’s investigators, prosecution of such matters is a low
priority. Unlicensed practice is a class B misdemeanor in Alaska. Therefore, the penalty for
unlicensed practice, as well as the risk of prosecution is low. Increasing the penalty for such
practice would heip deter. For further discussion see Recommendation No. 2.
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TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMERCE AND PQ BOX 11085
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R]a %\\{y Iker
% trv U
iy ﬂi&r i
%r E)no afive
Juneau A

Dear Mr. Welker:
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Recommendation No. 1;

The Legislature %hould amend the statutes related to the licensing of opticians
without’examination
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Mr. Randy S. Welker -2- November 30, 1995

We concur with your analysis and have attempted to correct this concern by proposin
statu?ory revmoh Jurlngypast Pegm?atlve 5esSI0NS. Y PTOposing
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Recommendation No. 3:

The board should improve the objectivity and consistency of the practical examination.
We concur with this recomrgenc{ﬁhﬁh As noted, the board alsoa% ga”crogcr%rggtlvr\{étsh

%ne examination proess an hmhed opportunity aval
ey are attempting to resolve areas or concern.
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FISCAL NOTE No. L

STATE OF ALASKA Bill Version: hb 382

1996 LEGISLATIVE SESSION (H) Publish Date: 1/16/96
Revision Date: Department: Commerce and Economic Development
Title: An Act extending the termination date of Ihe BRU: Occupational Licensing

Board of Dispensing Opticians; Component: Operations

sponsor.  Representative James

Requestor  Reoresentative James COMPONENT SERIAL NO. 1844
Expenditures/Revenues (Thousands of Oollars)

OPERATING EXPENDITURES FY 97 FY® i FY9 | FY0 1 FYQ FY @2
PERSONAL SERVICES 73 73 73 73 73 73
TRAVEL 10 10 10 | 10 - 101 10
CONTRACTUAL 14 14 4| 14 : 14 14
SUPPLIES 01 01| 11| 01! 01 01
EQUIPMENT i |

LAND & STRUCTURES I

GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 98 98 m 298 1 98 98 98
CAPITAL EXPENDITURES

CHANGE IN REVENUES 489 53 489 | 53 489 53
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts I I

1003 GF Match j

1004 General Fund i ' I I !
1005 GF/Program Receipt: i
1006 GF/MHTIA | i i

Other 1091 Designated PR 93 98 | 98 | 98 | 93 98
TOTAL 98 98 28 °8 93 93

Estimate of any current year (FT 96) cost: $ 144

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attacn a separate page if necessary)
HB 382 extends the Board of Dispensing Opticians to June 30, 2000. The costs identified above are included

in the FY 97 operating budget and therefore, new funds are not required. Costs shown represent only Direct
expenses of the board based on FY 95 activity. Administrative Indirect expenses are also assessed annually
per capita by the number of current licensees. FY 95 program costs (direct and administrative indirect) totalled
$14 4. Fees were adjusted in May 1995 to cover full costs of the program over a two-year period and will be
reviewed again prior to the next renewal.

Prepared by: Jennifer Stridden Administrative Offic Phone: 465-2144
Division: Occupational Licensing  r A ZT v Date: January 10, 199
Approved by Commissioner William L Hensley /. Date: . v rk
Agency: Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

COMMITTEE COPY Pa%e 1 1



7 ,-JUSE COMMITTEE REPCLT
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Date Referred to Committee: January 8, 1996 FURTHER REFERRALS:

| -C, '
Date of Committee Action: ’
1/ 1> %

The STATE AFFAIRS Committee considered: HB 382

HOUSE BILL NO. 382 EXTEND BOARD OF DISPENSING OPTICIANS

“An Act extending the termination date of the Board of Dispensing Opticians; and providing for an effective date.”

[ ] the same title

recommends it be replaced
[ ]a new title

with the following committee substitute

[ ] additional referral to Committee
f | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (D0 APPROVES PREVIOUS: (Dept/Dale)

vffiiscal note(s) [ ] fiscal note(s)

[ ] zero fiscal note(s) [ ] zero fiscal note(s)



Alaska 8>tnte tGegislaturc

REPRESENTATIVE Whie i Juneas
JEANNETTE JAMES State Capitol
P.0. Box 56622 Juneau, Alaska
North Pole. Alaska 99705 99801-1182
(907) 488-1546 9090465-3743
FAX (907) 465-2381

FAX (907) 488-9006

H ouse of tSEprcscntatiuci
House District 34

SPONSOR STATEMENT
January 15, 1996

HB 382 Extend Board of Dispensing Owpticians-James

Extends Board for 4years

HB 404 Extend Board of Chiropractic examiners-L&C

Extends Board for 5 years

HB 405 Extend Board of Optometrists-L&C
Extends Board for 5 years

The boards are responsible for overseeing the licensing of
the Doctors covered by the appropriate board. The board

must be extended if the doctors are to be licensed.



FI1 SCAL NOTE

STATE OF ALASKA BILL NO. HB 382
1996 LEGISLATIVE SESSION

Revision Date: Department: Commerce and Economic Development
Title: An Act extending the termination date of the BRU: Occupational Licensing

Board of Dispensing Opticians;.... Component: Operations

Sponsor:  Representative James

Requestor:  Representative James COVPONENT SERIAL NQ 184
ExpendituresJRevenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 9 FY 00 FY 01 FY 02
PERSONAL SERVICES 73 73 73 73 73 73
TRAVEL 10 10 10 10 10 10
CONTRACTUAL 14 14 14 14 14 14
SUPPLIES 01 01 01 01 01 01
EQUIPMENT .

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 98 98 98 98 98 98
CAPITAL EXPENDITURES 1 1 | |

CHANGE INREVENUES 489 53 489 53 489 53
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 General Fund

1005 GF/Program Receipts

1006 GF/MHTIA

Other 1001 Designated PR 98 98 98 98 98 90
TOTAL 98 98 98 98 98 98

Estimate of any current year (FY 96) cost: ¥ 144

PCSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach aseparate page ifnecessary)

HB 382 extends the Board of Dispensing Opticians to June 30, 2000. The costs identified above are included
in the FY 97 operating budget and therefore, new funds are not required. Costs shown represent only Direct
expenses of the board based on FY 95 activity. Administrative Indirect expenses are also assessed annually
per capita by the number of current licensees. FY 95 program costs (di.ect and administrative indirect) totalled
$14.4. Fees were adjusted in May 1995 to cover full costs of the program over a two-year period and will be
reviewed again prior to the next renewal.

Prepared by: Jennifer Strickler. Administrative Offic Phone: 465-2144
Division: Occupational Licensing Date: January 10 19%6
Approved by Commissioner William L. Hensley Date:  /-//-7(.
Agency: Commerce and Ectpnomic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
Page 1 of 1
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Asa member of the Opticians Association of Alaska, | would like
to ask you to consider the importance of the continuance of our
State Board of Dispensing Opticians. We as professional
dispensing opticians play a significant role in the health and
safety of consumers who require prescription eyewear or contact
lenses. Itis in the publics best interest to have qualified licensed
Brofe53|onals_de5|gn, fitand deliver prescription e}/_ewear..

llots, bus drivers, truck drivers and other occupations that
require well fitted and flawless _etyewear are some examples of
consumers that need obvious crifical visual acuity.

We are the professional people who fit, fabricate and ultimately
dispense one of the most important products consumers require:
%ood vision. We believe these important health care needs can

est be met through the preservation of required continuing
education and licensed dispensing opticians in Alaska. Thank
you for the opportunity to speak on this bill.

HB382 01/15/96 7:25:35 PM
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~anr knowles. governor

department of administration © 0 BOX 1K300
JUNEAU. ALASKA 99311-0300
°"HONE; (907)493-2300

OFFICE CF TmE COMMISSIONER eA X 907)493-3133

Dear Pioneers’ Home Residents and Pioneers’ Home Friends,

For oyct 32 yean, the Pioneers’ Homes nave served senior Alaskans. Beginning in 1913,
in an aocantioneo U.S. Marine narractcs in Sitka, the first temtonai legislature housed and
eared for eideriy prospectors, miners, fisherman. and other Alaskan men in need of
housing and care.

today there are six Pioneers' Homes across the state caring for 600 eideriy Alaskans. The
average age of these residents is 85. The most common disability shared by residents is
Alzheimer s Disease and Related Disabilities tADRD).

In order to meet the ADRD needs of the residents, the Pioneers’ Homes have focused on
specialized ADRD treatment. At the same amc the Homes continue to provide programs
and treatments for those residents who have needs unrelated to ADRD.

During the long history of the Pioneers’ Homes, the services have changed to meet the
needs of the residents. Also, during this history, the Homes have been financed by a
changing mix of tcmtonzi/statc subsidy and resident fees.

The earliest residcntrcc of one tioilar per day began in 1916. The rirvt monthly rates
began in 1954.. Since monthly rates began. 45 years ago, monthly rates have been raised
seven ernes.

Today, residents as a group pay about 17% of the total operating costs of the Homes; the
state provides 83% of total operating costs. Capital funds for the construction of the
Homes and for continued building maintenance has been provided exclusively by state
funds. Many Alaskans feel that this state subsidy for both the operating and capital
budgets of the Homes cannot be continued.

During the 1995 legislative session. HB 246: Pijyapzing Alaska Pioneers' Homes, was
introduced. The immediate consequence of private sector ownership would be new rates
equal to the full cost of care. As you know. Governor Knowles opposes HB 24b.



Septemoer 11.1995

The state has been unable to provide funding for ail of the identified needs of the Pioneers’
Homes during die past few budget yean. Smaller operating budgets have caused staff
layoff, and inadequate capital budgets have resulted in the deterioration of the six

Pioneers’ Humes’ buildings.

Due to decreasing suuc revenues and die mandate requiring balanced state budgets,
inadequate operating and capital budgets for the Homes can be anticipated in future yean.

Without adequate funding, the Homes wiil not continue to provide present programs and
treatment services.

We must decide whether the Pioneers' Homes will continue to exist by deciding how the
Pioneers’Homes will be financed.

Resident rates have been increased by about 10% per year in 1993. 1994, and 1995. After
:hcsc increases, the residents ccnmcunon to Pioneers Homes operating budget is about
17%. Private sector assisted living and nursing facilities are expensive and usually charge

residents 100% of operating and capital costs.

Together we must create a plan which wiil finance the operations of the Pioneers' Homes.
We ask you iojoin in this planning process by providing your ideas, as individuals or as
groups. The continuation of the Pioreers’ Homes depends on each of us. our ideas, and

our fiill supporr.

Sincerely,

Marie Boyer
Commissioner

cc: Pioneers’ Home Advisory Roaid Members



PIONEERS"HOME ADVISORY BOARD

Amos '“Toe” Alter. Chair P.O. Box 110211
Juneau. AK 99811-0211

October 9, 1995

The Honorable Tony Knowles
Governor, State of Alaska

P.O. Box 110001
Juneau, AK 99811-0001

Dear Governor Knowles;

Your Pioneers’ Homes Advisory Board has completed the 1995 annual visit to each of the six homes
inthe State system. We have listened to comments from home residents, family members, the public,
legislators, and operational staff. This letter summarizes comments and discussions resulting from the
visits and includes those recommendations considered a matter of state policy. More detailed
comment and recommendations are included in the enclosed copies of our letters to Commissioner of
Administration, Mark Boyer, and Division of Senior Services administrators.

We compliment you and your staff on the outstanding accomplishments we found. Resident need is
being matched with the level of caxc required to meet that need. Alaska Pioneers’Homes are on the
forefront oflong term care for the elderly. Our state homes are a model for the nation. Individual
physical, mental and social needs arc given priority in the system as well as economic needs. This hes-
been accomplished even with budget reductions each of the past several years, Lirtle or no money for
long neglected maintenance of the facilities, and significant reductions in staff levels. The 600 bed
Pioneers’ Homes system, approximately halfof the long term care beds in the state, is the only
Alaskan alternative for families who must deal with family members with Alzheimer’s or related
dementia. We found great appreciation expressed by residents and family members for the vital

service the homes provide.

Alaska is at a crossroads in determining the future oflong term care for the elderly, particularly thoZ
persons suffering from Alzheimer’s and related dementia. This is not a problem ofjust persons in
Pioneers’ Homes, just the eideriy, just the poor, or the rich. It is now or potentially a problem of
every Alaskan regardless of age or station. The root of the problem and the object of public policy
development is who pavs for long term care. Long term and short term action must be taken as we
Alaskans seek to close the budget gap and at the same time act as responsible, caring’ritizens. Public
policy should recognize both the pluses and minuses individually and for the state as a whole in
determining the furore of Pioneers’ Homes. Jobs, economy, social structure, family values, fiscal
impact, as well as long term health care, are all affected by our decisions.

Following are our conclusions and recommendations:
I.  The current level of quality care cannot be sustained with further reductions in personnel
and budget. The greatest operational cost for the system is personal services.

Robert Con. ic* Chiir }g\baﬁm Verrber Jomn ieh, Marher
Doruild M Hoower. Merrter ben Kalienberg. Meber At dOaduther. IVemer
Du ftjtorui. Memter



October?, 1995 letter to Governor Knowles
Page 2

Due to neglected maintenance budgets many health and safety items need immediate
attention to protect the state against potential liability claims The highest priority needs
should be addressed as soon as possible and supplemental funding should be provided.

2 Alternatives should be found for recovering the full cost of carc. Studies should be
initiated as soon as possible to identify specifics of potential trust fund, insurance or other
mechanisms for defining the risk pool characteristics, premiums needed, benefits, potential
fund sources, and projected relationships of such proposals to long term care provided in
the private sector. Threats of Medicare and Medicaid funding reductions, the latter being
the principal source of revenue for long term care in the private sector, could place
additional stress upon the currently overloaded Pioneers’ Homes.

3. Potential funding proposals received during hearings in the several homes included
(@) require all residents to pay full cost of care with the understanding no person would be
discharged from a home for inability to bear such costs; (b) make a legislative
appropriation from the Permanent Fund Reserve Account sufficient to establish an
actuanally sound payment system and sustain such system through co-payments by the
state and residents, state appropriations to be made annually from the Permanent Fund
Reserve Account; (c) discontinue admission to a Pioneer Home in simple residential
status and fund the program from Mental Health Fund sources.

4. We recommend full cost of care be recovered by the year 2003. While alternatives
for long term carc financing are being defined more dearly, we recommend current rates
be increased annually for each level of care by an amount equal to the difference between
the present rates and the estimated full cost of care divided by the number ofyears
remaining until 2003. In no event should any individual either be denied entry to or
discharged from a Pioneers' Home due to inability to pay. Increased funds generated
through rate increases should be retained by the Pioneers' Homes.

5  Additional positions should be established to provide the assisted living services
which would be necessary if all currently unoccupied residential beds were filled.

We thank you for your deep commitment to the Pioneers’ Homes and for the privilege of advising
you on the conditions surrounding the System. Members of the Board will be available and would
like to personally meet with you to discuss the above recommendations further.

Sincerely yours,

Amos J. "Joe” Alter, Chair
Pioneers’ Homes Advisory Board

Enclosures:  Letters to Commission Boyer.
Director, Division of Senior Sendees, Sipc,
Deputy Director, Kohn



AMENDMENT

AMENDMENT TO HB 384 BY REPRESENTATIVE ROKEBERG
1 Page 1, line 12, after "the";

2 Delete "income"

3 Insert "payment"

4 Page 1, line 12 after "department”;

5 Delete "payment or
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THE RESIDENT COUNCIL
SITKA PIONEERS' HOMVE

Sitka, A 09835 JANC 1

747-6398

Representative Norman Rokeberg
State Capitol
Juneau, AK 99801-1182

Dear Representative Rokeberg

We have just received a copy of House Bill No. 384, which
carries your name. On behalf of the residents here in Sitka,
I want to thank you for this.

The anxiety level at the Home continues to be high as we
approach the Legislative session. Just knowing that this bill
is possible helps.

Thank you again for your sensitivity to the situation in
which many of us find ourselves.

Sincerely yours,

Ann Janzen, Secretary



WELCOME

ALASKA PIONEERS"HOMES MISSION STATEMENT

| (Excerpted from the Pioneers’ Homes' Division Manual) o
“The Pioneers’ Homes are dedicated to servmq Alaskans by prowdm%,spemahzed
residential services in Sitka, Fairbanks, Palmer, Anchorage, Ketchikan, and
Juneau. These services are designed to maximize independence and qualit
of life by addressing the physical, psychosocial, and spiritual needs of residents
Ina continuum of care, ranging from assisted [Iving to skilled nursing care, with
special capacities for Alzheimer’s disease and related dementias. Services
are provided by caring, experienced, and qualified staff who recognize that strong
community support and interaction are vital to our mission.”

20f 26



Levels of Care 1995

110 Residential Residents
28 Assisted Living Residents
26 Enhanced Assisted Living Residents
16 Dementia Unit Residents (DDU)
41 Skilled Care Residents
4 Short-term Beds

225 Total

2% Short-term

12% Enhanced
Assisted Living

Residential



1995 Pioneer Home Operational Budget 30 Million

17% $5M
Rents

83% $25M
State Support



Advisory Board Fiscal Plan

It is proposed that the present four levels of care he changed to five levels of care with the
addition of ADRD Unit level of care. Further, it is proposed that the present Residential
level of care receive a name change to Coordinated Services

Estimated Present  Difference  FY97 Monthly ~ FY97

Level of Care  Monthly ~ Monthly Increase (1/7 of
_ Cost Charge difference).

Coordinated  $2129 § 73 $1470 S 210 $ 945
Services

E_&lS_IC Assisted  $3862 §860  $3002 $428 $1288
Ivin

Enh_a%ced $5079 §965  $4114 $588 $1533
Assisted

Living
ADRD Unit  $5262 $ 965  $4297 $614 $1579

Nursing $6448 $1100  $5348 $764 $1864



AL AS K A S TATE LEGI SLATURE

House of Representatives
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Representative Norman Rokeberg

. ponsor Statement HB 334
An act relating to paymen reguwements foy re entlgn in the Pioneers' Home;
nd providing for an effective date”

HB 384 gives statutory protection to what has been the standard policy since the beginning of
the Pioneers' Homes in Alaska - that residents who cannot pay are not evicted. HB 384 will
provide a statutory safety net that prevents the state from evicting residents.

N>
Currently, 7l(3 of the 603 residents in the states' six Homes cannot pay the full rent. Since
significant annual rate increases have been proposed by the governor, many of the residents
are living in fear of the consequences if they cannot afford the proposed rates.

Many of the residents are living on Social Security and the Longevity Bonus, which, for many,
totals no more than $1,000 a month. The residents are frightened and scared that they will be
evicted, even though it has been a long-standing unwritten policy that no resident will be
evicted based on an inability to pay.

| believe it is crucial to the peace of mind of the elderly residents that this unwritten policy
become state policy. | urge your support in this matter.



S g
lies lo exempt seniors from
having to pay property taxeson
the first $150,000 of their
homes’assessed value. Butthe
state has steadily contributed
less toward the program, re-
([Uiruig the municipalidesto foot
the bill. Today, the state pays

Pioneers'

by David Washburn
Sentor-Voic* staff

Rep. Norm Rokeberg (R-
Anchorage) has introduced a
bill thatwould forbid the state
from evicting Pioneers’
Homes residents who cannot
afford to pay their rent.

Rokeberg says he spon-
sored the bill, HB 384, be-
cause Pioneers’ Homes resi-
dents and their families are
worried about the state’s plan
to increase rates at the Homes
over the next seven years.

Last fall, the Pioneers’

Home bill

executive director.

“I think [the tax exemption)
really does help people, but it
would be hard to get a direct
cause and effect identified on
that issue,” Demmert says.
However, when sit the pro-
grams for seniors begin to be

Horae Advisory Board rec-
ommended the increases be-
cause current rates do not
cover the costs of the pro-
gram. Operating the six Pio-
neers’ Homes costs the state
over$30millionayear. Funds
generated from the residents’
rent pays for approximately
15 percent of the costs; the
slate subsidizes the rest.
Rokeberg says he learned
during hearings on the in-
creases that there is no statute
specifically protecting rcsi-

SENIORS

Are you wearing your parka &
mukluks lo bed each night?

Whether you rent or own,

CALL WEATHERIZATION

and ask If you qualify for

FREE WEATHERIZATION
for your mobile home, apart-
ment or house.

YOU'VE EARNED THE RIGHT TO BE WARM
INYOUR OWN HOME. CALL NOW!

ment it has been."

Demmert says her office
receives many calls and let-
ters from people out o fstale,
who are scouting foraretire-
ment location. “They’re ask-
ingwhatbenefitsare available
as apartoftheirresearch and

allow s th ose

dents from being evicted for
inability to pay full rent.
“It’p clearly not been the
policy of the state to expel
anybody, and | understand
that,” Rokeberg says. How-
ever, a clearly-worded law
would help put residents’

But on the other hand, lalso
know, working here, that we
clearly do have to figure out
some way to save.”

Lee Carman, president of
the Fairbanks Chapter of the
American Association of Re-
tired Persons (A ARP),says he

consensus from seniors, it is
certain that the governor’s pro-
posalswon’tjustslide through
the ler*:'M ure, Carman says.
-ii't know whether the
legislature'sgoing togive him
anythingornot,” Carman says.
"They like to fight politics."

unable to pay to stay

minds at ease, he says.

State officials agree cur-
rent la\y$ are not worded as
clearly as they could be, but
emphasize that HB 308 sim -
ply enacts into law what is
already standard policy.

“It’s always been the prac-

State of Alaska

Alaska Commission on Aging

tice to not throw anybody out
fornotbeingable topay,”says
Jim Kolin, deputy director of
the Division ofSenior Services
Kohn soys there arc 603
seniors currently living in the
Homes, about 70 of whom
cannot pay the full rent.

Legislative Teleconference Meeting Sites

The Alaska Commission on Aging will begin weekly Legislative Subcommit-
tee meetings on Tuesday, February 6, 1996, and will continue throughout
the legislative session. Meetings are scheduled for Tuesdays from 10:00

Miill i:O@ ﬂml

Anchorage Division of Senior Services Office, 3601 C Street, Suite 310,
Anchorage, AK 99503.
Fairbanks North Star Council on Aging, 1424 Moore Street, Fairbanks,

AK 99701.
Alaska Commission on Aging, State Office Building, Room

Juneau

757, Juneau, AK 99811.

Kodiak
Mat-Su

Kodiak Senior Center, 302 Erskine Ave.,
Mat-Su Legislative Information Center, 600 E Railroad Ave.,

Wasilla, AK 99654.

Nome
Sitka
99835.

Kodiak, AK 99615.

XYZ Senior Center, 95 Hunter Way, Nome, AK 99762.
Center for Community, 700 Katlian, Suite B Sitka, AK

Anyone requiring spemial dewces and equipment to participate in tire meet

Uik mir’tinsf 1 *



4.  We recommend full cost of care be recovered by the year 2003. While alternatives
for long term carc financing ore being defined more clearly, we recommend current rates
be increased annually for each level of care by an amount equal to the difference between
the present rates and the estimated full cost of care divided by the number of years
remaining until 2003. In no event should any individual either be denied entry to or
discharged from a Pioneers’ Home due to inability to pay. Increased funds generated
through rate increases should be retained by the Pioneers’ Homes.
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PO. 40X m 2:1
JUNEAU.

I>E?AfITMKNT OF ADMU'ISTILATION e &
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December 15. J994 'P'liN E‘ERS‘ *C"M ;

0'VISICN OF SENIOR SERVICES

Dear Pioneers' Home Resident

During Octoocr 1994, public hearings were held at each of the Picneers' Homes rsgarr.mg
proposea new nites for each level of care in the Hemes The oroposal also mcluded the
addition of a new levet of care. Enhanced Assisted Living. In addition to public neifngs.
the rate proposal was eictensiveiy advcnised throughout the state. The increased rates

svers approved as proposed.

Former Depur/ Commissioner Rooeriev Waidron ana | thank vou for vour oral and
svTictsn testimony which included very favorable comments regarding the services
pfvvtdec by each Pioneers' Home. We uncerstanc that some residents will find it
financially difficult to meet ;h;s aadea groer.se.

The new rates be etTecttve beginning Feoruary 1. 1995 If you have income or assets,
you must pay the rate charged. I1fyou cc not nave sufficient income or assets, please taik

.0 the social worker or a business office :taff memoer for assistance. Mo one who is
unable to pay the mil rate wtJl be askea :0 .eave the Home or be discriminated against in

ar.y way

Beginning February 1 19?j. the charge for rare n the Pioneers Homes Viiil be
Residential S?35 @
Basic Assisted Living SS60.00
Enhanced Assisted Living <% O

Skilled Nursing S1 100 00

rf you have any questions or concerns. Please contact you Home Administrator or
Jim Kohn Deputy Director at 465-4400

Conrue J. Sipe

Director
I hava circled pour nav race. Residents who wve to Che nev Special Cart uni vn
d aor* assiscanee than Ba3ic Assisted Living can provide w ill be charged the Sn ed

israd Living race when chat recurs. |f you hav* ary quasciens, please fee] f?p ;3

I .icnn mo.
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DEPARTMENT OF ADMINISTRATION

' 70 oCX 11G2”
DIVISION OF PIONEERS"BENEFITS juneau. Alaska 9ft2+f-c<:r

PHONE' [907! JES-UOO

February 7, 1996
Representative Norman Rokeberg
State Capital
Juneau, Alaska 99301-11QS

Dear Representative Rokeberg:

On behalf of the Residents of the Anchorage Pioneers® Home |

wish to givp their support to HB 384, "An act relating to payment
requirements for retention in the Pioneers” Home?”. Resident
Council President, Mr. John Gibbons, presented HB 384 to the

Resident Council at their February 5, 1996 meeting and received a
100% vote to support passage of this legislation.

Speaking for myself, as Administrator of the Anchorage
Pioneers ™ Home, 1 am very much aware of the need for the
administration to address the issue of Pioneer Hone Resident
rents being more 1in line with the cost the of the services they
receive. I am also aware that it has always been the historical
practicp that a persons income or ability to pay the full cost of
care has never been consideration for admission or continued stay
at the Homes.

It is always important to remember and related to others in
the Legislature that a Pioneer Home is not just a facility for
Senior Alaskans but the " Hone" of Senior Alaskans and with
passage of HB 384 our Residents will be provided a peace of mind
so important 1in maintaining a healthy outlook for the future.

I congratulate you on your sponsorship of HB 384. Please free
to call upnn Mr. Gibbons or myselr if we can be of any assistance

in support of your bill.

3 ANCHORAGE PIONEERS HOME 3 FAR&ANKS PIONEERS HONC "L beeau P ioF eens nan
970 WEST ELEVENTH AVENUE 22X Eaganavenue 4c78& gracisp monwat
ANCHORAGE ALASKA BONH-A399 FARBANKS. ALASKA 99701-5737 JUNEAU. ALASKA 99801*518
RONE (9@ 2614 PHONE (90T 458-4372 PHONE  (907) 7004422

3 KETCHIKAN PIONEERS UC** 0 PALMER PIONEERS'HOME 3 SITKA PIONEERS HOME
141 BRVANT STREET 1SO EAST FIREWEE 120 KATLIAN STREET
KETCHIKAN o0 xsx» 999P1-6575 PALMER, ALASKA 900+54638 SITKA, ALASKA 90835-7501
PHONE  1907) 225-4! 11 PHONE  1907)7aSa2; i rtiONC:  (907) 7%70213






03/07/88 14:00

ft'‘0075823121 AU G i ©00I/0i-d

ANCHORAGE WATER & WASTEWATERUTILITY

Rick Myslrom,
Mayor

300Q Arctic Boulevard
Anchorage, Alaska 99503-3898

Owned by the
Municipality of Anchorage
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Icsfimony.heforo House Sta.tfeAffairs..Cpjnmi.iitee

My name is Diana Bennett. | am tiic Finance Manager of the
Anchorage Water and Wastewater Utility (AWMU), a department of
the Municipality of Anchorage. | am here today to speak in favor of
Rouse Bill 401 and its companion bill in the Senate, number 207,
bills authorizing the Slate of Alaska to issUe revenue bonds for the
purpose of funding wastewater and other water quality improvement
projects thru the Alaska Clean Water loan fund.

Although AWMU shares a common workforce and management, it is
actually two separate utilities for regulatory purposes, establishing
separate rates for service and incurring separate debt for capital
projects. The wastewater utility relies substantially, almost entirely,
on the Alaska Clean Water loan fund to finance its comprehensive
capital improvement plan. \We anticipate borrowing $4-6 million
annually from the loan program. | hope the funds wall be available to

do so.

D. Bennett
Testimony Pago 1
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The low interest loan program has been extremely popular and well
received throughout the country. The Anchorage Wastewater Utility
has horrowed $8.8 million from the low interest loan program, at
rates substantially lower than would be possible in the regular bond
market. We estimate this has saved the ratepayers at least $400,000
over the past four years, In addition to the flexibility the program
affords us. In the years this Alaskan program has been in existence,
the Alaska Department of Environmental Conservation (ADEC] has
made loans totaling $53 million. There is still a tremendous need for
low cost funding throughout the state. ADEC received requests for
$13 million in loans for the current fiscal year.

The bill uncer discussion will allow what many other states have
done and leverage tills initial capitalization money from the federal
government.  Increasing the amount of funds available allows
projects to be completed sooner than if we have to wait for our
projects to move above the “cut ling". This is a good way to increase

D. Bennett
Testimony Pago 2
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the pool of money available for necessary water quality projects,
without putting any other programs at risk. The burden for
repayment remains with the communities requiring die funds. There
I astrong Incentive for them (us) to make our payments.

Without Increasing tile availability of funds, at the current request
level of $13 million, the state will run out of money to loan in only 2
years. The loans are being repaid, but the repayment stream has not
reached equilibrium yet, and when it does it will only be, | believe,
$4-5 million - well below the projected need. The communities
around die State need this source of low interest money to help
finance sorely needed water quality improvements.

The revenue bonds will be hacked, not by the full faith and credit of
the state, but by the revente coming from repayment of the loans. In
die history of the low Interest loan program, there has never been a
default - not in die entire United States. In fact, in Alaska, there has

D. Bennett
Testimony Page 3
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never heen a late payment! These bonas will be extremely safe. The
State will not be required to "oail out" any agency over this.

You may have seen a Municipality of Anchorage memo listing some
recommended changes to this bill. The Utility is substantially in
favor of the bill as was originally wiitten, however, we were asked to
comment on the bill, with an eye to any proposed changes. This
Utility works closely with ADEC and we have agreed among our two
groups that this bill, with or without any or all of the suggested
revisions is extremely workable, and will benefit the whole state of

Alaska. | urge you to pass this bill. Thank you for your time.

March 7, 199
~ DianaBennett. CPA
Finance er A

rt |c v

Anchorage, Alaska
(907 g786 5623

D. Bennett
Testimony Pege4
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loans

repayments

bond issuance costs

2 annual bond payments

bond proceeds

1 issu e b onds

2 annual bond payments



PROJECTED YEARLY CASH ALOWOF ACWF
(AVERAGE FY 97 - FY 0B)

Loan Repayments Proceeds (rom State Match of + intorosi earned on ACWF
$6.5 Million Bond Sale Federal Cap Grant Balance and Corpus
$14.7 Million $ Unknown Allocation  $3 Million
*
179 /In1)(j(@dn
Debt Service Loan Disbursements Corpus Allocation Capitalized Interest
on Bonds $15.8 Million for Bonds, ie on Bonds
$3.8 Million Collateral $750,000
$3.85 Million
u jJn
LC

Averages used from spreadsheets prepared by GFA and DEC.

Prepared by FCO
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Tony Knowles PO Box 110001
GOVERNOR Juneau. Alaska 99311-0001
(907) *165-3500
Fax (907) 465-3532

State of Alaska
OFFICE OF THE GOVERNOR

JUNEAU

January 8, 1996

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Phillips:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am transmitting a
bill to authorize the state bond committee to issue and sell state revenue bonds to fund
public wastewater treatment systems, solid waste management systems, nonpoint source
water pollution control projects, and estuary conservation and management projects.
This bill also authorizes the Department of Environmental Conservation to use the
Alaska clean water fund, a revolving loan fund, as security for the payment of the
principal and interest on the bonds, provided the bond proceeds are deposited in the
fund. By using the fund as security for the bonds, the state will be able to leverage or
increase the amount of money in the fund that is available to municipalities and state
agencies for water pollution control projects.

Section 2 of the bill provides the legal framework for the bond issuance and sale. This
section is patterned after the international airports revenue bonds statutes, and
establishes a cooperative relationship between DEC, which administers the Alaska
clean water fund, and the state bond committee, which will administer the bond
program. The bill requires the state bond committee to conduct its activities in the
best interests of the state and its inhabitants, in a manner that will accomplish the most
advantageous sale of the bonds, with due regard for the continued funding of projects
under the Alaska clean water fund program.



The Honorable Gail Phillips
January 8, 1996
Page 2

Sections 3-12 of the bill amend the clean water fund loan program to clarify the
statute. It authorizes DEC to use the fund to secure state-issued bonds and to make
other amendments necessary to acknowledge the bond-issuance and repayment process

[ urge your prompt consideration and passage of this bill.

Sincerely,

Tor
Govwx.iu*
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DEPT. OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER Phone: 465-5066
410 Willoughby Avenue Fax:  465-5070
Juneau, Alaska 99801-1795

February 21, 1996

The Honorable Jeannette James, Chairperson
House Committee on State Affairs

Alaska State Legislature

Juneau, Alaska 99801

SUBJECT: Request for hearing on House Bill 401

Dear Representative James:

The Governor’s Office and the Department of Environmental Conservation request that
public hearings be scheduled for House Bill 401, passed by the House Community & Regional
Affairs Committee. This bill is important for Alaskans for many reasons. It affords a way for
our communities to obtain low-cost financing for their water pollution projects far into the future.
This proposal will accomplish this goal without any significant general funding required and in
fact, at some point in the future, could eliminate the need for legislative appropriations. Alaskan
communities are simultaneously faced with many federal regulatory burdens and diminishing
financial resources. It is important that we provide them with financial tools to deal with the
many problems that they encounter. This bill would provide one of these financial tools.

We have attached a short analysis of the bill for your convenience in understanding the
intent of the Legislation. At this time, the Alaska Clean Water Fund has the required collateral to
support the proposed revenue bond leveraging plan. If legislation is enacted this session,
adequate collateral would remain to ensure a large enough bond issue to meet anticipated
demand. Delay in enacting this legislation will reduce the program’s effectiveness in meeting
our water pollution capital project needs. For this reason, we ask that the hearings be scheduled
as soon as possible. If you wish to discuss this legislation, please call Keith Kelton at 465-5135.
Thank you for your consideration.

Sincerely,

Michele Brown
Commissioner

MB\KK:Ip (i:rco\ckric:ilwiii(c\srtr;irint! 1.5l 1)
Enclosure: Bill Analysis
cc: Pat Pourchot, Office of the Governor



SENATE BILL 207
HOUSE BILL 401

DEPARTMENT OF ENVIRONMENTAL CONSERVATION BILL SUMMARY

This bill will authorize the State Bond Committee to issue and sell State revenue bonds to
provide funds for the Department of Environmental Conservation (DEC) tc offer low-interesl
loans to municipalities. The municipalities would use these funds to finance the construction of
public wastewater treatment systems, solid waste management systems, nonpoint source water
pollution control projects and estuary conservation and management projects. DEC already
operates the Alaska clean water fund, a revolving loan program that is funded by federal grants
and State appropriations. The demand for these subsidized loans has been growing with the
increase in federal requirements placed upon the local communities and the concurrent reduction
in State revenues in the last few years. It is estimated that the demand for loans will exhaust the

available supply of funds by the summer of 1998.

One solution to this problem is to leverage the Alaska clean water fund, that is, to increase the
amount of money available to finance water pollution control projects by using the fund as
collateral to secure State-issued revenue bonds. Programs similar to this proposal are currently
in place in 21 states. Communities collect user fees for their sewerage and solid waste projects to
provide the money to make their annual loan payments to the Department. Under this leveraging
concept, the annual loan repayments would be used to pay back the bond investors. Nationwide,
in the six years of operation of the clean water loan funds, there has never been a loan default.
With such an excellent repayment history, the program risk is very small. A sizable corpus of
money in the fund would provide extra security for the bonds and would also result in lower
program costs which could be passed onto the municipalities. If this bill could be enacted this
session, an adequate amount would be available in the corpus to accomplish this. Delays in
passage will reduce the amount available to leverage and minimize the effectiveness of the

legislation.

This type of bond sales program has been previously authorized to the State bend committee. In
fact, this legislation is patterned after the statute created for the International Airport bond sales
done by the committee for the Department of Transportation. The State bond committee has the
expertise to properly conduct a bond sales issue. DEC has the expertise to properly run the clean
water fund program. This legislation provic’.s a simple, efficient method to assist the
incorporated communities of the State by ensuring that low-cost loans for essential projects will
be available well into the future, while reducing the demand for general-funded capital projects.



January 23, 1996

SENATE BILL 207
HOUSE BILL 401

SECTIONAL ANALYSIS

Introduction

Senate Bill 207 (the bill) and its counterpart, House
Bill 401, will authorize the state bond committee (committee),
which consists of the commissioners of the Departments of
Administration, Commerce and Economic Development, and Revenue,
to issue and sell state revenue bonds to fund public wastewater
treatment systems, solid waste management systems, nonpoint
source water pollution projects, and estuary conservation
management projects. The bill authorizes the Department (]:
Environmental Conservation (DEC) to use the Alaska clean water
fund (fund), a revolving loan fund, as security for the payment
of the principal and interest on the bonds, provided the bond

proceeds are deposited in the fund.

The Alaska clean water fund and the proposed bond
program are designed to comply with requirements for
participation in a federal matching grant program under the Clean
Water Act and, therefore, do not present any problem under the
dedicated funds prohibition of the State Constitution.

By using the Alaska clean water fund as security for
the bonds, the state will be able to leverage or increase the
amount of money in the fund that 1is available to municipalities
and state agencies for water pollution control projects.

Section 1. Section 1 of the bill recognizes that the proposed
hond program is an appropriate use of the public credit, and that
it will serve a public purpose by allowing public water pollution
control projects to be financed and constructed much sooner than
would otherwise be possible. This statement of the policies and
purposes underlying the bill will also reflect the legislature®s



intent that the bonds to be issued are revenue bonds.

Section 2.

This section of the bill will create a new article,
article 3A, in Title 37, the public finance title of the Alaska

Statutes.

Sec. 37.15.560. BOND AUTHORIZATION - Authorizes the
state bond committee to issue and sell revenue bonds to raise
money to be deposited in the Alaska clean water fund. This
section characterizes the Alaska clean water fund as a public
enterprise of the state and the proposed bonds as revenue bonds.
Under the Alaska Constitution, state-issued revenue bonds do not
require voter approval. This section authorizes the committee to
enter into agreements and perform those functions that are
normally required to accomplish the task of 1issuing and selling

bonds.

Sec. 37.15.565. BOND REDEMPTION FUND - A bond
redemption fund is established. This is a standard financing
technique for making it easier and more accountable to perform
che many functions necessary in the bond issuance and sales
process. Also, to provide accountability for any future
principal and interest payments and any premium redemptions on
the oonds. The state bond committee will be responsible for
admin:stering the bond redemption fund, and may invest the
proceeds of tne bond redemption fund according to the “prudent
investor® standards established in AS 37.10.070, providing the
earnings on these investments are retained in the bond redemption

fund.

Sec 37.15.570. BOND TERMS - The state bond committee
may 1issue, sell, or redeem the bonds so as to achieve the
greatest advantage for the State. The committee can make
decisions based upon the market conditions, and does not require
approval of another agency to execute these decisions. The
committee will decide the level of security required from the
Alaska clean water fund and the portion of the fund that will
provide this collateral security. The committee may appoint a
trustee to perform all necessary functions. The committee must
give due regard to the continued funding of projects under the



