
A L A S K A  L E G I S L A T U R E  C O M M I T T E E  F I L E S  Z U U J - Z U U Z  
infcRt S E N A T E  L A B O R  &  C O M M E R C E



F I S C A L  N O T E

STA TE O F  ALASKA
200t L E G ISL A T IV E  SESSION

Revis ion Date/T im e (Note if correction):_______________
Title: "An Act relating to health care insurance

Fiscal Note Number:
Bill Version:
(H) Publish Date:

CSHB  113(HES) 
4/10/01

Administration

payments for hospital or medica l.

Dept. Affected:_______________________
BRU: Centralized Adm in. Services
Component:_______ Retirement & Benefits

Sponsor:
Requester:

Representative Green
House F inance

Expenditures/Revenues

Com ponent Number: 

(T ho usand s  o f Do llars)

64

Note: Amounts do not inc lude inflation unless otherw ise noted below.
OPERAT ING  EXPEND ITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supp lies 
Equipment 
Land & Structures 
Grants & C la im s 
M iscellaneous

TOTAL OPERAT ING 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPEND ITURES

CHAN GE  IN R EVENUES  ( ) r

1002 Federa l Receipts
1003 G F  Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (TRS 1034)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  o f any  curren t year (FY2001) cost: 0.0
C he ck  th is  box  (X) if fu nd in g  for th is  b il l is  in c lu d e d  in  the  G overnor's  FY 2002 budget p roposa l: 

POS IT IONS _______________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

CSHB113(1 eS) requires medical insurers to adjudicate claims within 30 calendar days of receipt. Currently the State of Alaska 
requires its ti.'rd party administrator- Aetna - to pay 80% of claims within 12 calendar days. If it does not, penalties are assessed 
on Aetna for Ian payment. The penalties are paid to the plan. Although the state's medical plans are self-insured and the state is 
not legally bound to mandates and requirements set out in Title 21, the state has generally followed such mandates and 
requirements as a matter of public policy. Given the timelines sot out in the committee substitute, the Department of Administration 
believes this legislation would have no fiscal impact on state administered medical plans.

Prepared by: 
D ivision
Approved by: 
Agency

(Rev 2/7/2001 OMB)

Guy Bell, Director Phone 465-4471
Retirement and Benefits
Jim Duncan, Comm issioner

Date/Time April 3, 2001 
Date April 3, 2001

Department of Administration
Fo r distribution information, call the Governor's Legislative Office
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PRO M PT PAYM ENT LAWS uD
4 =  contained in slate U nfair Business Practice A ct

S tate P ro m p t 
P ay  Law

“C lean
C laim ”
D efined

U n ifo rm
C laim
F o rm

T im efram e:
N on-E Icctronic

T im efram e:
E lec tron ic

N otico/Tim crr*<ne Tor 
Incorepiiete/ 

C ontested  C laim

In te re s t
In c u r re d

E nfo rcem en t 
and  Penalties

O th e r

Alabama Yes

C ode o f  Ala. 
§27-1-19

N o No 25 working days 
after receipt

Same Insurer must: 1) Notify 
within 2 weeks o f  receipt; 2) 
specify which items arc in 
dispute; 3) pay  undisputed 
portion within 30 days o f  
receipt o f  claim

1.5% per 
m onth

Perm its
assignability o f  
benefits

Alaska No “ * — — - — —

Arizona Yes

A.R.S.
§20-3101

Yes N o 30 days after 
receipt, o r  as 
specified in 
contract

Sam e Insurer must: 1) Send 
written request for 
additional information 
within 30 days o f  receipt; 2) 
specify reasons for delay in 
pjoccssing; 3) approve/deny 
claim  within 30 days after 
receipt o f  additional info., or 
as specified in contract.

Legal rate Insurers must 
provide sem i­
annually to 
director report 
o f  grievance 
resolutions. 
Director may 
examine 
insurers with 
significant 
numbers o f  
unresolved 
grievances.

Specifically 
applies to  third 
party
interm ediaries

Arkansas No - — - -- — - -

Califor.iia Yes

Cat Health 
& S af Code 
§ 1371

No No 30 working days 
a Her receipt (45 
days for HMOs)

Same Plan m ust: 1) Notify w ithin 
30 days o f  receipt if  
contested/denied (45 dnys 
for UM Os]; 2) pay 
undisputed portion o f  the 
claim ; 3 ) identify portion o f  
claim  that is contested and 
reasons for
contesting/denying; 4 ) pay 
within 30 days (45 for 
UM Os) after receipt o f  
necessary info.

10% per 
annum

D efines a 
“reasonably 
contested" claim
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Sta te P ro m p t 
T ay  Law

"C lean
C la im ”
Defined

l l i i f o n u
C laim
F o rm

T im efram e:
N on-K Ieclronic

T im efram e:
E lectron ic

N otice/T im efram e for 
Incom ple te / 

C on tested  C la im

In te rest
In cu rred

E nfo rcem en t 
a n d  P enalties

O th e r

Colorado Yes

CRS § 10- 
16-10G.5

Yes Yes 45 calendar days 
after receipt

30 calendar 
days after 
rcceipl

C arrier must: 1) Notify 
w ithin 30 calendar days 
o f  receipt; 2 ) explain 
w hat info, is needed; 3) 
dispense o f  claim within 
90 calendar days o f  
initial receipt

10% per 
annum

3%  o f  total 
claim  if  
originally 
contcstcstcd/ 
incom plete 
claim  not paid 
within 90 days 
o f  receipt; Ins. 
Com m is­
sioner m ay 
assess 
additional 
penalties

Retroactive 
denials allowed in 
certain cases; 
carrier m ay deny 
claim if  info, 
requested is not 
received w ithin 30 
days o f  request

Connecticut * Yea

Conn. Gen. 
Stat. § 38a- 
816

No No 45 days, or as 
stipulated by 
contract, after 
receipt

Same 15% per 
annum

Penalties 
assessed 
pursuant to 
U nfair 
Business 
Practice Act

Delaware * Yes

18 DeJ. C. § 
2304 et scq.

No No 45 day 6 after 
receipt

Same Insurer m ust notify 
within 30 days o f  
receipt if  claim  is denied

M aximum 
allow ed by 
law

Insurance 
C om m issioner 
m ay assess 
penalties under 
U nfair 
B usiness 
Practice Act

District o f  
Columbia

No — — — — — •• —

Florida Yes

Fla. Stat. § 
627.613

N o No 45 days after 
receipt

Same Insurer m u s t 1) Notify 
withu: 45 days o f  
receipt; 2) pay within 
60 days o f  receipt o f  
necessary inform ation; 
3) pay/deny all claim s 
within 120 days of 
receipt

10% per 
annum

Permits
retroactive denials 
if  insurer finds 
that provider 
im properly billed 
palienl

Cj6)
3

CO
o

oCO
••
A
CDHI
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S ta te P rom pt 
P ay  L aw

“ C lean
C laim ”
D efined

U nifo rm
C laim
F o rm

T im efram e: 
N on-E lectro  nic

T im efram e:
E lectron ic

N otice/T im efram e fo r 
Incom ple te / 

C ontested  C la im

In te re s t
In c u rre d

E nforcem ent 
and  Penalties

O th e r

G eorgia Yes

O .C.G.A. §§
33-20A-6;
33-24-59.5

No No 15 w orking days 
o f  receipt

Same Insurer must: 1) Notify 
w ithin 15 days o f  
receipt; 2) state reasons 
fo r failure to pay; 3) 
item ize docum ents 
needed to process; 4 ) 
yay undisputed part o f  
claim; 5) pay/deny 
claim wilhin 15 working 
days o f  receiving 
necessary info.

18% per 
nnmun

Penalties may 
be assessed 
uuder general 
insurance laws

Insurance 
Com m issioner 
requires all 
insurers lo  file 
data on the speed 
o f  claim s handling 
with tlicir 
quarterly reports

Hawaii Yes

HRS § §
431:13-108;
431:13-201

No No 30 days after 
receipt

15 tl3ys after 
receipt

Insurer must: 1) Notify 
within 15 days (7 days 
for electronic); 2) 
identify contested 
portion and reason for 
contesting/ denying 
claim and m ay request 
additional inform ation; 
3) pay within 30  days (7 
days for electronic) after 
receiving inform ation

15% per 
annum ; may 
be
suspended
by
Insurance 
C om m is­
sioner in 
certain 
cases

In  determining 
gravity o f 
penalty, 
Insurance 
Comm issioner 
m ay consider 
relevant 
factors bearing 
upon violation.

Idaho No — - - - — - -
Illinois Yes

215IL C S  
5 /356y

No N o 30 days after 
receipt

Some Insurer must notify o f  
any known failure to 
provide sufficient 
documentation wilhin 
30 days after receipt

9%  per 
year; must 
bo paid 
w ithin 30 
days o f  the 
claim 
paym ent

Insurance 
Dept, may 
enforce the act 
pursuant to  its 
general 
enforcement 
pow ers

Indiana No - — - - -- - - -
Iowa No - — - — - - -- -
Kansas No — - — — - - — —
Kentucky No -  I -- - - - - — -

Cj
0)D

CD
o

DCD••

0)tU
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S ta le P ro m p t 
P a y  L aw

“ Clean
C intrn”
D efined

U niform
C lntm
F orm

T im efram e:
N on-E Iectron ic

T im efram e:
E lectron ic

N otice /T im efram e fo r 
incom plete / 

C on tested  C laim

In terest
In cu rred

E nforcem en t 
and  Penalties

O th e r D
*-»
U>

Louisiana Yes N o Yes 45 days after 25 day6 after a N on-elcctronic: Insurer 12% per M onetary - a
receipt, if correctly m ust review  claim annum penalties, ►—

R.S. subm itted w ithin completed within a reasonable time suspension' D
22:250:31 ct 45 day3 o f  the uniform claim o f receipt; i f  incomplete, revocation o f to • •
seq. date o f  service; form is notice must be given c e rt o f

60 days after transmitted within 3 business days authority 03
flj

receipt i f (2 business days for
subm itted after electronically submitted
45 days claim s) o f  review

33
M

M aine Yes N o No 30 days after Same Insurer must: 1) Notify 18% per Reasonable — CD
l/l

receipt and claim ant w idnn 30 days annum attorney fees 7T
24-A  M .R.S. ascertainm ent o f o f  receipt that additional paid by insurer

CD

§ 2 4 3 6 tfic loss is made info, is required; 2) pay i f  overdue cn
within 30 days o f benefits are c*

receipt o f  such recovered in 3C
information nn action CD

a
against insurer
o r if  overdue ID

IS)
benefits arc w
paid after D

receipt o f
notice o f  the
attorney’s
representation

Maryland Yes No N o 30 days after Same Insurer must: 1) Send 1.5% for — Insurer may CO
receipt notice o rrc fu sa l to 31 “ through retroactively deny a

Md. Ins. reimburse within 2 609' day; reimbursement up
Code § 1 5 - weeks o f  receipt; 2) 2% from to 6 months after tnCD
1005; M d. include reason for 61“ through claim  payment is
H ealth C ode refusal/ 120* day; m ade ro
§ 15-1023 what info, is necessary; 2.5% after o

3) reim burse wilhin 30 120f tday CDCO
days after receipt o f
necessary
documentation

M assachusetts No — — — — -- — — -

Advocacy Resource Coaler
April 2000



State

Micliig an

Minnesota

M ississippi

M isrouri

I’ro m p t 
P ay  Law

Yes
/

M SA J 
24.12006

Yes

2000 SB 
2767

(cff. 1/1/01)

“Cleon
C laim ”
D enned

No

Yes

Yes

M iss. Code 
Ann. § 83-9- 
5

Yes

§ 376.383 
R.S. Mo

No

No

U n ifo rm
C laim
F o rm

No

No

N o

No

Timeframe:
Non-EIectronic

30 days after 
receipt

T im efram e:
E lectron ic

Same

30 days after 
receipt

Some

45 days after 
receipt

45 days after 
receipt

Same

Same

N olice/T lm efrarae for 
Incom plete/ 

C ontested  C laim
Insurer must: 1) Specify 
materials constituting 
satisfactory i-Toof o f  loss 
within 30 days after 
receipt; 2) pay 
supported portion o f  
claim  within 60 days 
after receipt; 3) pay 
rem ainder o f  claim 
within 60 days o f  
receipt o f  information

In te res t
In c u r re d

12% per 
annum

Paym ent is overdue if  
not m ade within 45 days 
after necessary 
information is received; 
if  necessary information 
is not supplied for the 
entire claim, the amount 
supported by reasonable 
p roof is overdue i f  not 
paid within 45 days o f  
receipt o f  such proof
Insurer m ust: 1) Send 
notice o f  refusal to pay 
and include reason for 
refusal o r state that 
m ore info, is necessary; 
2) pay o r  deny within 10 
days after additional 
info, is received

1.5% per 
m onth

18% per 
annum

12% per 
annum

E nforcem ent 
and  Penalties

Commissioner
may not assess 
a financial 
administrative 
penalty against 
a plan for 
violation o f  the 
law

Person entitled 
to benefits 
may bring 
action to 
recover 
benefits, 
interest and 
any other 
damages 
allowable by 
law

Other
u
01D

CD
O

0  CD 
• •

■O01

Plan m ust itemize 
interest paym ents 
made separately 
from  other 
paym ents; plan 
may require 
provider to  bill 
plan o rT P A  for 
interest

Advocacy Resource Center
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Ktiitc P ro m p t 
P ay  L aw

"C lean
C laim "
Defined

U niform
Claim
F orm

T im efram e:
N on-F .Icdron ic

T im efram e:
E lectron ic

N ofirc /T im ffram e  for 
Incom plete/ 

C on tested  C laim

In te re s t
In c u rre d

E nfo rcem en t 
and  P enalties

O th e r

M ontana * Yes

M ont. Code 
Anno. § 33- 
18-232

N o No 30 days n fld ' 
receipt o f  a  p ro o f 
o f  loss

Same Insurer m ast pay or 
notify the insured or 
assignee o f  the reasons 
fo r failure to  pay in full 
and/or request 
additional information 
within 30 days. I f  the 
insurer fails to do this, 
the insured/assignee 
m ay report the delay to 
the Com m issioner o f  
Insurance. TJhc 
C om m issioner may 
investigate to  determ ine 
i f  the insurer has failed 
to pay w ithout good 
reason, and whether the 
delay is a general coiuse 
o f  business practice.

Upon a 
determ inati 
on that a 
delay is a 
general 
course o r  
business 
practice and 
fo r a year 
thereafter, 
claim s not 
paid  within 
30 days 
w ithout 
good reason 
w ill incur 
interest at 
18% per 
annum

Nebraska No - - - - •• -- — -
Nevada Yes

N RS 683A

N o No 30 days o f  
approval o f  
claim  (m ust be 
approved within 
30 days o f  
receipt)

Same I f  additional info, is 
needed, insurer must 
notify w ithin 20 days; 
approve/deny w ithin 30 
days afier receiving 
additional info.

R ate o f  
interest 
established 
pursuant to 
law

New
Hampshire

No ““ ... —• ““ “

New Jersey Yes

N J .  Stat. & 
1713:27-44.2

N o Yes
1

40  calendar days 
after receipt

30 calendar 
days after 
receipt or tim e 
allowed tinder 
medicare, 
whiclievcr is 
shorter

Insurer must: 1) Notify 
within 30 days o f  reason 
for denial, w hat info, is 
needed to process; 2) 
pay undisputed portion 
o f  claim; 3 ) pay within 
40 days (30 for 
electronic) o f  receipt of 
necessary info.

10% per 
annum

TP A m ust 
dem onstrate 
that it will 
com ply with 
(he law, as 
condition o f 
continued 
authoricatiou 
to do business

Payers must 
m aintain claims 
information that is 
audited and 
subm it annually  to 
Com m issioner, 
G overnor and 
Legislature; 
Com m issioner 
m ay act further if 
info, warrants

Advocacy Resource Center

April 2000
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C_i
01n

CD
O

S tale P ro m p t 
Pay L aw

“ C lean
C laim ”
D efined

U niform
C laim
F o rm

T im efram e:
N on-E Iectron ic

T im efram e:
E lectron ic

N otice/T im efram e for 
Incom plete/ 

C ontested  C laim

In te re s t
In c u r re d

E nforcem en t 
a n d  P enalties

O th e r

New Mexico Yes

SB 164
(2000)

Yea Yes 45 days aflcr 
receipt

30 days after 
receipt

If  plan is unable to 
determ ine liability for or 
refuses to pay a claim 
w ithin specified 
tim efram es, the plan 
m ust m ake a good faith 
effort to notify the 
participating provider 
within 30 days (45 for 
m anual submission) o f  
reasons for denial or 
specific information 
required to determine 
liability

18% per 
annum

Prohibits 
contractual bold 
harm less 
agreem ents

N ew  York Yes No Yes 45 days after 
receipt

Same 12% p e t 
annum or 
the rate set 
by the tax 
com m ission 
er for 
corporate 
taxes

Ninth Carolina Yes

N.C. Gen. 
Stat. § 58-3- 
100

No N o 30 days to 
acknow ledge 
claim, bu t only if  
it contains 
sufficient info, 
for the insurer to 
identify  Hie 
specific coverage 
involved

Commissioner 
may invoke 
civil penalty 
for violation

North Dakota N o 1 - — — - - — --

Advocacy Resource Center

April 2000
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State P ro m p t 
T ay  L aw

“C lean
C la im "
D elined

U n ifo rm
C laim
F o rm

T im efram e:
N on-E iectron ic

T im efram e:
E lectron ic

N otice/T im efram e fo r 
Incom plete / 

C on tested  Claim

In te rest
In c u rre d

E nfo rcem en t 
a n d  P enalties

O th e r

Ohio Yes

O R C  A nn § 
3901.38

No N o 24 days o f  a 
com pleted claim 
form, or as 
specified in 
contract

Same A s agreed 
to by the 
parties, or 
as specified 
in statute

Aggrieved 
party m ay file 
written 
complaint; 
Superintendent 
m ay issue 
cease and 
decist order 
and may 
require 
penalties as 
specified by 
law

Oklahoma “ Yes

36 O kl. St. § 
1219

No No 30 days afler 
receipt to notify 
policyholder o f  
the cause fo r 
delay in 
paym ent; 60 
days to pay 
before interest is 
incurred

Same T-Bill rate 
plus 2%

Oregon N o — ~ — - -- — — —
Pennsylvania Yes

4 0 P .S . §§ 
991.2101, 
991.2166

Y es . N o 45 days after 
receipt

Same 10% per 
annum

Rhode Island N o - — -- - - - —
South Carolina No — — — — - - — —
South Dakota No — — — -- — — — -

Advocacy Resource Center
April 2000
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S ta te P ro m p t 
P a y  L aw

“ C lean
C laim ”
Defined

U niform
C laim
F orm

T in .^ rram e:
N on-E iec tron ic

T im efram e:
E lectron ic

N otice/T im efram e Tor 
Incom plete / 

C on tested  C laim

In te res t
In cu rred

E nforcem ent 
a n d  Penalties

O th e r

Tennessee Yes
(TennCare
U M Os)

Tenn. Code 
Ann. § 56- 
32-226

N o No 90%  o f  claims 
m ust be paid 
w ithin 30 dayB o f  
receipt; 99.5%  
m ust be
processed within 
60 days o f  
receipt

Some HM O m ust notify 
provider tha t claim bos 
been denied and specify 
reasons; provider lias 60 
days to  request 
reconsideration and 
must subm it additional 
docum entation, if  
necessary, w ithin GO 
days; i f  HM O doesn’t 
respond within 60 days, 
p rovider m ay request 
that denial be 
independently reviewed

Provider may 
pursue 
contractual 
and legal 
action i f  he 
docs not 
request 
independent 
review

Texas Yes

Tex. Slat. 
A nn. Art. 
20A .18B

Yes No 45 days after 
receipt

Sam e (21 days 
for subm ission 
o f  prescription 
benefit claim)

insurer m ust: 1) pay the 
total am ount o f  the 
claim; 2) p ay  the 
portion o f  the claim not 
in dispute and notify the 
physician w hy the 
rem aining portion is in 
dispute; or 3) notify the 
physician why the claim 
will not be  paid., within 
45 days o f  receipt

18% per 
annum

Penalties o f  up 
to $1000 per 
day

A '.lomcy’s fees 
m ay be recovered

Ulali * Yes

R590-89-7

No N o 30 days after 
receipt

Same Penalties may 
be im posed 
under gencial 
unfair business 
practices act

Vermont Yes

18 V SA  § 
9418

No N o 45 days after 
receipt

Same Insurer must: 1) Notify 
claim ant that claim is 
contested o r  denied; 2) 
include specific reasons 
and describe 
inform ation necessary to 
process; 3) pay within 
45 days after receipt o f  
inform ation

12% per 
annum 
im ay be 
suspended 
by
Comm issio 
ncr in 
certain 
eases)

Comm issioner 
m ay impose 
penalty, not to  
exceed $500 
per violation, 
i f  a pattern o f  
denial is 
established

Advocacy Resource Center
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Virginia Yes Yes No 40 days after Some C arrier has 30 clays after As Penalties Retroactive

Va. Code
receipt receipt to request info. established under unfair denials perm itted,

and docum entation b y law trade practice w ith leslriclions
Ann. § 38.2- necessary to  process or law
3407.15 determ ine i f  claim  is 

clean

S ta te P ro m p t 
P ay  L aw

“C lean
C la im ”
D efined

U niform
C laim
F o rm

T im efram e;
N on-E iectron ic

T im efram e:
E lectron ic

N oticc /T im efram c for 
In co m p le te / 

C on tested  C laim

In te re s t
In c u rre d

E nfo rcem en t 
a n d  P enalties

O th e r

W ashington Yes (reg.)

W AC § 284- 
43-321

Yes N o 95%  o f the 
monthly volum e 
o f  clean claim s 
mnst be paid  
wilhin 30  days o f  
receipt; 95%  o f  
the monthly 
volume o f  all 
claims m ust be 
paid o r denied 
wilhin 60 days o f  
receipt

Sam e Denial m ust include 
specific reason w hy the 
claim  was denied. In  
eases o f  denials based 
on m edical necessity, 
d ie carrier m ust disclose 
the bnsis fo r the 
decision.

12% per 
annum; 
interest 
m ust be 
added to the 
am ount o f  
die unpaid 
claim

V/est Virginia No - — — - - - — —
Wisconsin Yes

W is. S ta t § 
628.40

N o No 30 days after 
receipt

Sam e Insurer must pay any 
partial am ount 
supported by written 
notice o f  claim

12% per 
annum

W yoming Yes

W yo. S in t § 
26-15-124

No No 45 days after 
receipt o f  p roo f 
o f  loss and 
supporting 
evidence

Sam e Exceptions to  the 45 day 
rule shall be m ade i f  
there is any question as 
to die validity or amount 
o f  the claim .

10 % per
year

A ttorney fees 
m ay be 
awarded

g:>siatdcg\st1ccg\cliarfs^prompfpaylaw.doc

Advocacy Resource Center

April 2000
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Juneau, AK 99801-1182 
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Anchorage, AK 99501-2133 
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Fax: (907) 269-0177

Sponsor Statement 
H ouse Bill 121 

Charitable Gift Annuities

C h a r i t a b l e  g i f t  a n n u i t i e s  c a n  b e  a n  im p o r t a n t  w a y  f o r  c h a r i t ie s  t o  r a is e  f u n d s .  I f  a  d o n o r  w is h e s  t o  
m a k e  a  c h a r i t a b le  g i f t  b u t  a ls o  w a n t s  t o  r e s e r v e  i n c o m e  f o r  t h e  f u t u r e ,  g i f t  a n n u i t i e s  p r o v i d e  a  le g a l 
c o n t r a c t  b e t w e e n  c h a r i t y  a n d  d o n o r  (so  i n  e x c h a n g e  f o r  a  d o n o r  m a k in g  a  g if t ,  t h e  c h a r i t y  p r o v id e s  
a n  a n n u i t y  t o  t h e  d o n o r ) .

B a s e d  o n  m o d e l  le g i s l a t i o n  d e v e lo p e d  b y  t h e  N a t i o n a l  A s s o c ia t i o n  o f  I n s u r a n c e  C o m m is s io n e r s ,  
H o u s e  B i l l  121 d e f in e s  a n d  c la r i f ie s  a  c h a r i t a b le  g i f t  a n n u i t y ,  s ta te s  t h a t  g i f t  a n n u i t i e s  a r e  n o t  
in s u r a n c e ,  p r o v id e s  m i n im u m  u n r e s t r ic t e d  c a s h  r e q u i r e m e n t s ,  a n d  s e ts  o u t  s p e c i f i c  r e q u i r e m e n t s  f o r  
t h e  is s u a n c e  o f  g i f t  a n n u it i e s .  T h e  A c U p r o t e c t s  b o t h  d o n o r s  a n d  c h a r i t ie s  b y  p r o v i d i n g  t h a t  n o t i c e  b e  
g iv e n  t o  d o n o r s  a n d  p r o v id e s  t h a t  o r g a n iz a t io n s  n o t i f y  t h e  D i v i s i o n  o f  I n s u r a n c e  w h e n  e n t e r in g  in t o  
t h e i r  f i r s t  q u a l i f i e d  c h a r i t a b le  g i f t  a n n u it y .

T h e  m o d e l  le g is l a t i o n  h a s  b e e n  s u c c e s s f u l ly  p a s s e d  i n  o v e r  30 s ta te s  a n d  h a s  b e e n  a p p r o v e d  b y  t h e  
A m e r i c a n  C o u n c i l  o f  G i f t  A n n u i t i e s  a n d  t h e  N a t i o n a l  C o u n c i l  o f  P la n n e d  G i v i n g .  I  u r g e  y o u r  
c o n s id e r e d  a n d  f a v o r a b le  s u p p o r t .

Last Updated March 30,2001 
Staff Contact: Am y Erickson 465-4954
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D a t e :  A p r i l  19, 2001

T o :  S e n a t o r  R a n d y  P h i l l i p s
L a b o r  a n d  C o m m e r c e  C h a i r

F r o m :  R e p r e s e n t a t iv e  L is a  M u r k o w s k i

S u b je c t :  S c h e d u l in g  R e q u e s t

H o u s e  B i l l  121 “ C h a r i t a b l e  G i f t  A n n u i t i e s ”  d e f in e s  a n d  c la r i f ie s  a  c h a r i t a b le  g i f t  a n n u i t y ,  s ta te s  t h a t  
g i f t  a n n u i t i e s  a r e  n o t  in s u r a n c e ,  p r o v id e s  m i n im u m  u n r e s t r ic t e d  c a s h  r e q u i r e m e n t s ,  a n d  s e ts  o u t  
s p e c i f ic  r e q u i r e m e n t s  f o r  t h e  is s u a n c e  o f  g i f t  a n n u it i e s .  T h e  A c t  p r o t e c t s  b o t h  d o n o r s  a n d  c h a r i t ie s  
b y  p r o v i d i n g  t h a t  n o t i c e  b e  g iv e n  t o  d o n o r s  a n d  p r o v id e s  t h a t  o r g a n iz a t io n s  n o t i f y  t h e  D i v i s i o n  o f  
I n s u r a n c e  w h e n  e n t e r in g  i n t o  t h e i r  f ir s t  q u a l i f i e d  c h a r i t a b le  g i f t  a n n u it y .

Interim: 
716 West 4th Avenue 

Anchorage, AK 99501-2133 
Phone: (907) 269-0174 

Fax: (907) 269-0177

H B  121 u n a n im o u s ly  p a s s e d  t h e  H o u s e  a n d  t h e r e  is  n o  k n o w n  c o n t r o v e r s y  s u r r o u n d in g  t h e  b i l l .  
A t t a c h e d  y o u  w i l l  f i n d  a  c o p y  o f  H o u s e  B i l l  121, s p o n s o r  s t a t e m e n t ,  a n d  s u p p o r t in g  d o c u m e n t a t io n .  
P le a s e  s c h e d u le  H B  121 i n  S e n a t e  L a b o r  a n d  C o m m e r c e  a t  y o u r  e a r l ie s t  c o n v e n i e n c e .

mailto:Reprcsentauve_Lis3_Murkowski@legis.state.ak.us


3200 Providence Drive 
P.O. Box 196604 
Anchorage, Alaska 
99519-6604

Tel 907.562.2211

September 25, 2000

Honorable Brian S. Porter 
Speaker o f the House 
Alaska Sate legislature 
3430 Fordham Drive 
Anchorage, AK 99508

Dear Speaker o f the House;

On behalf o f  Providence Alaska Foundation, I am submitting this letter in support o f the 
Charitable Gift Annuities Exemption Model Act. Providence supports this legislative bill 
for the benefit o f Alaskan charities and their donors. The Model Act which defines 
charitable gift annuities has been successfully passed in over than 30 states. The 
Exemption Act has also been approved by the National Association o f Insurance 
Commissioners (NAIC) and has the.approval o f the American Council o f  Gift Annuities.

This legislative bill simply defines charitable gift annuities and states that gift annuities 
are not insurance and that the issuance o f a charitable gift annuity does not constitute 
engaging in the.business o f  insurance in this state. The Model Act requires notice to 
donors and would require charities that issues gift annuities to notify the commissioner 
when it enters into the organization’s first qualified charitable gift annuity. It would 
thereby benefit the state in tracking such data. Passing the Model Act protects both 
charities and donors alike.

The Model Act serves to define charitable gift annuities, provides minimum unrestricted 
cash requirements and sets out specific requirements for the issuance o f  charitable gift 
annuities. Providence feels privileged in promoting such legislation in protecting 
charitable gift annuities in our.state _

Douglas Bruce 
Chief Executive
Providence Health System in Alaska
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November 13, 2000

Honorable Brian S. Porter 
Speaker o f the House 
Alaska State Legislature 
3430 Fordham Drive 
Anchorage, AK 99508

Dear Speaker o f the House;

On behalf o f Alaska Pacific University, I am submitting this letter in support 
o f the Charitable Gift Annuities Exemption Model Act. The University 
supports this legislative bill for the benefit o f  Alaskan charities and their 
donors. The Model Act defines charitable gift annuities and has successfully 
passed in over 30 states. The Exemption Act has also been approved by the 
National Association o f Insurance Commissioners (NAIC) and has the 
approval o f the American Council o f Gift Annuities.

This simple legislative bill simply defines charitable gift annuities and states 
"Thafgift annuities are not insurance amilH^the issuahce"bf a~charitable gift 
annuity does not constitute engaging in the business o f insurance in this state. 
The Model Act requires notice be given to donors and would require charities 

’ that issues gift annuities to notify the commissioner when it enters into the 
organization’s first qualified charitable gift annuity. It would thereby benefit 
the state in tracking such data. Passing the Model Act protects both charities 
and donors alike.

The Model Act serves to define charitable gift annuities, provides minimum 
unrestricted cash requirements and sets out specific requirements for the 
issuance o f charitable gift annuities. Alaska Pacific University feels privileged 
in promoting such legislation and would appreciate your help in protecting 
charitable gift annuities in our state. Thank you for your support.

,a a )  A

Douglas M. North, President 
Alaska Pacific University

4101 University Drive * Anchorage * Alaska 99508 
Phone: (907) 564-B201 * Fax: (907) 562-2337
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Novem ber 27, 2000

I lonorajblc Brian Porter 
Speaker of Lhe House

II

Dear Speaker o f tlie House,

On behalf o f  The Salvation Army, 1 am submitting This letter in support o f  the Charitable Gift 
Anrwitjes Kxemption Model Act. The Salvation Army supports this legislative bill for Ihc benefit 
of Alaskan charities and Iheir donors. The Model Acl, which defines charitable gift annuities, has 
been successfully passed in over 30 stales. The Exemption Act has also been approved by the 
National Association of Insurance Commissioners (NAIC) and has the approval of the American 
Council o f Gift Annuities.

This simple legislative bill defines charitable gift annuities and states that gift annuities are not 
insurance and that the issuance of a charitable gift annuity does not constitute engaging in the 
husinep'of ihStrrance in ihis'slafiT. Thc'Modcl Act requires notice be given to donors and would 
require charities that issue gift annuities to notify the commissioner when it enters into the 
organization's first qualified charitable gift annuity. It wold thereby benefit the state in tracking 
such data. Passing the Model Act protects both charities and donors alike.

The N odel Acl serves to define charitable gift annuities, provides minimum unrestricted cash 
requirements and sets out specific requirements for the issuance o f charitable gift annuities. The 
Sal vat on Army feels privileged in promoting such legislation and wold appreciate your help in 
protec ing chariluble gift annuities in our slate. Thank you lor your support.

cc:

M M A N D E R

Douglas Bruce, Chief Executive 
Providence Health Care System, Alaska

I n t o  a  S e c o n d  C e n t u r y  o f  S e r v i c e
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The Nntionnl Heritage Foundation-Charitable Gift Aanuities http://www.philanthroservc.org/ cga.htm

C h a r i t a b l e  G i f t  A n n u i t y

A Charitable Gift Annuity . . .  A Wise Investment!
I t  a l l o w s  y o u  t o  m a k e  a  c h a r i t a b l e  c o n t r i b u t i o n  t o  T h e  N a t i o n a l  H e r i t a g e  F o u n d a t i o n  o r  t o  o n e  o f  o u r  
m a n y  f o u n d a t i o n s ,  w h i l e  p r o v i d i n g  a  f i x e d  a n d  g u a r a n t e e d  l i f e t im e  i n c o m e  f o r  y o u  a n d / o r  a  l o v e d  
o n e .  I n  a d d i t i o n ,  y o u  w i l l  r e c e i v e  c e r t a i n  t a x  a d v a n t a g e s  w h i c h  m a k e  y o u r  g i f t  e v e n  m o r e  v a l u a b l e .

Y o u  m a y  s p e c i f y  t h a t  y o u r  g i f t  b e  u s e d  f o r  t h e  g r e a t e s t  n e e d s  o f  T h e  N a t i o n a l  H e r i t a g e  F o u n d a t i o n  a t  
t h a t  t im e .  O r ,  a s  a  s u p p o r t e r  o f  a  p a r t i c u l a r  w o r k  o f  o n e  o r  m o r e  f o u n d a t i o n s  a t  N H F ,  y o u  m a y  d i r e c t  
t h a t  y o u r  g i f t  b e  u s e d  f o r  f u t u r e  n e e d s  o f  o n e  o r  m o r e  s p e c i f i c  p r o g r a m s .

I t  is  n o t  n e c e s s a r y  f o r  y o u  t o  h a v e  a  f o u n d a t i o n  a t  T h e  N a t i o n a l  H e r i t a g e  F o u n d a t i o n  i n  o r d e r  t o  
o b t a i n  t h e  b e n e f i t s  o f  y o u r  o w n  C h a r i t a b l e  G i f t  A n n u i t y ,  a l t h o u g h  m a n y  o f  t h e  d o n o r / a d v i s o r s  w i t h  
t h e i r  o w n  f o u n d a t i o n  a c c o u n t s  f i n d  t h a t  t h e  G i f t  . A n n u i t y  i s  a  v a l u a b l e  p e r s o n a l  b e n e f i t .

T h e r e ' a r e  s o m e  w h o V e  le f t ' a  r i a m t  s o  t h a t  t o ' m o r r o w  w i l l  s e e  t h e i r T i g h t . . .  
-------- a n d " s c m v e ' w h c w i l h p e n s h _a s ~ t h o iT g l r t h e y  n e v e r  l i v e d .

C o n t i n u e

http://www.philanthroservc.org/


The Tangible Benefits are Numerous

http://www.philanthtoscrve.org/CGAbenefits.htm

Among the m any benefits you will receive are:

<Q> Guaranteed income with your annual payment backed by all the assets of The National
Heritage Foundation, plus your gift is set aside in a separate reserve account for your lifetime 
to back up the annuity payments to you and/or your loved one.

<”> An immediate charitable deduction of a portion of your gift.

<£> A tax savings on capital gains if your gift is funded with appreciated property such as stocks, 
bonds or mutual funds.

<£> Tax free income on a portion of your annual income payments for a number of years.

<Q> Deferred income if you wish to begin receiving payments at a later date, such as at the start of 
retirement, which will earn higher interest.

Your choice of income recipients with payments to the donor only, the donor and a surviving 
beneficiary, or a person other than the donor.

You Receive Long Term, Intangible Benefits as Well!

In addition to many real benefits, your Charitable Gift Annuity investment in the National 
Heritage Foundation or one if its foundations wiU resulTih significant intangible and long-term 
benefits.

The beneficiaries and supporters of The National Heritage Foundation become partners with 
us as we go forth to promote the Heritage of our Nation. You walk with us in our effort to 
undertake a piece of the grand task of restoring, maintaining and extending our precious 
heritage of people making life more meaningful for each other, and helping you live a life of love 
and good works.

1 of 1 3/23/01 1:26 Pft
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http://www.philanthroserve.oig/ cgawork.htm

H o w  d o e s  t h e  C h a r i t a b l e  G i f t  A n n u i t y  W o r k ?

First, the donor of the gift and the secondary beneficiary, if any, must be at least 35 years old. The 
minimum single gift is $5,000, and annual gifts may start with as little as $2,000. The gifts may be in 
the form of cash or stocks, bonds or mutual funds. Many annuitants roll over a matured certificate of 
deposit into a charitable gift annuity, or they provide a gift of stock and avoid taxes on part of the 
capital gain.

As an example, Mr. and Mrs. Jones invested a matured certificate of deposit earning 5.5% annual 
interest into a gift annuity paying them 7.5%. About half of this income will not be taxable to them 
over their life expectancies.

They made a significant contribution to The National Heritage Foundation, or perhaps to their own 
foundation, while at the same time, earning a greater rate of return. In addition, they earned certain 
charitable deductions which a certificate of deposit does not offer. The earned interest rate of a 
charitable gift annuity is based on the annuitant's age at the time of the gift along with other 
considerations.

Examples at Various Ages:

Single Life Two Lives

Age’on Annuity Ages on Annuity
Gift Date Rate Gift Date Rate

55 6.7% 55/55 6.5%
60 6.9% 60/60 6.6%
65 7.2% 65/65 6.8%
70 7.7% 75/75 7.1%
75 8.4% 75/75 7.5%
80 9.4% 80/80 8.2%

85 10.5% 85/85 9.2%

90 12.0% 90/90 10.8%

FAQ on Charitable Gift Annuities

1 of 1 3/23/01 1:26 P M

http://www.philanthroserve.oig/


F req u en tly  A sked  Q uestions:

http://www.philanthroscrvc.oig/cgafaqJ

Q: W h a t  is a Charitable Gift Annuity?

A: The charitable gift annuity is a simple contract between you and The National Heritage 

Foundation. In exchange for your irrevocable gift of cash, securities, or other assets, N H F  agrees to 

pay one or two annuitants, which the donor names, a fixed s u m  each year for life. Payments are 

usually m a d e  in annual, semiannual, or quarterly installments. The payments are guaranteed by the 

general resources of N H F ,  and are backed by separate reserve accounts in which the original gift 

amounts are held, less any expenses and/or income payouts.

Q: H o w  is the payout rate determined?

A: T h e  payout rate is determined by the age(s) of the annuitant(s) at the time of the gift. The older'the 

age(s) of the annuitant(s) the more income the N H F  can agree to pay.

Q: Is the donor entitled to a current charitable income tax deduction?

A  T h e  donor can claim an income tax deduction for the portion of the Gift Annuity that represents 

the charitable gift. T h e  tax deduction is claimed in the year the gift is made, however, if income is 

insufficient to use the entire deduction in one year, the unused portion can be carried forward for an 

additional five years.

Q: Are there any other tax benefits?

A: In most cases, part of each payment is tax free, increasing each payment's after-tax value. T h e  

tax-free portion is greatest w h e n  the annuity is funded with cash. If you give appreciated property, 

some of the income you receive will be treated as a partial capital gain.

Example

http://www.philanthroscrvc.oig/cgafaqJ


http://www.philanthroserve.org/CGAcxamplc.litm

C h a r i t a b l e  G i f t  A n n u i t i e s

EXAMPLE:

Mary Sharp is 82 years old and has been investing primarily in fixed income investments to 
supplement her pension and social security income. With interest rates dropping the last several years, 
investments that used to pay her 8% to 9% are now only paying her 6%.

As a supporter or The National Heritage Foundation, Mary saw some infonr ation about income 
producing gift plans, but never associated the idea with her situation. When her last $20,000 
Certificate of Deposit came due and she was offered a reinvestment rate of 6%, Mary decided to give 
her Philanthropic Development Officer at NHF a call.

At Mary's age, The NHF was able to create a gift annuity that will pay her 9.8% annually on her 
$20,000.

Mary received the following benefits for creating her N H F  Charitable Gift Annuity: 

Annuity Income: $1,960

Tax Free Portion:

Taxable Portion

1,190*

770

Income Tax Deduction: 10,660

Tax Savings at 28% Bracket: 2,968 (This reduced the cost of her gift to $17,032)
(The effective after-tax yield is therefore 11.5%)
(The effective pre-tax yield is 14.2% @ 28% bracket)

Estate Tax Savings: 

Probate Savings:

up to 55% of the $20,000 gift 

up to 6% to 8% of the $20,000 gift

Lifetime Support of the NHF: Mary named her son to work for her own foundation

* After 8.5 years the entire annuity becomes ordinary income

The Benefits

1 of 1 3/23/01 1:26 PIv
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http://www.philanthroserve.org/CGAbenefits2.htm

T h e  C h a r i t a b l e  G i f t  A n n u i t y :

BENEFITS INCLUDE:

You will qualify for a federal income tax deduction.

The annuitants you name will receive fixed annual income for life, guaranteed by the general 
resources of the National Heritage Foundation.

If you fund the annuity with an appreciated asset, you will incur tax on only part of the gain. If you 
name yourself as an annuitant, this tax will be spread out over many years. Your estate may enjoy 
reduced probate and estate taxes.

You will provide generous support of the National Heritage Foundation to help us continue our 
efforts to extend our precious heritage.

You can pass on to your heirs, through your own foundation at NHF, a rich and rewarding 
philanthropic vocation which will provide them with the resources to achieve their own charitable 
objectives.

How we can help

X/OX/m  107 TO/

http://www.philanthroserve.org/CGAbenefits2.htm


V

http://vAww.philanthtoserve.org/cgahelp.htm

T h e  N a t i o n a l  H e r i t a g e  F o u n d a t i o n  c a n  p r o v i d e  y o u  w i t h  a  p e r s o n a l i z e d  c o n f i d e n t i a l  i l l u s t r a t i o n  y o u  
c a n  s h a r e  w i t h  y o u r  f i n a n c i a l  a d v i s o r .  N H F  w i l l  d r a f t  t h e  c o n t r a c t  a n d  p r e p a r e  t h e  1099R  f o r m  f o r  y o u .  
F o r  f u r t h e r  i n f o r m a t i o n  a n d  a  s p e c i a l  i l l u s t r a t i o n ,  p l e a s e  c o n t a c t  t h e  N H F  C h a r i t a b l e  G i f t  A n n u i t y  
A d m i n i s t r a t o r  a t  1-800-822-6711 o r  w r i t e  t o  t h e  g i f t  a d m i n i s t r a t o r  a t  t h e  a d d r e s s  b e l o w .

Y o u  s h o u l d  c o n s u l t  y o u r  a t t o r n e y  a n d / o r  t a x  a d v i s o r  a b o u t  t h e  a p p l i c a b i l i t y  t o  y o u r  o w n  s i t u a t i o n  o f  
t h e  l e g a l  a n d  t a x  p r i n c i p l e s  c o n t a i n e d  h e r e i n .

N H F  G i f t  A n n u i t y  A d m i n i s t r a t o r  
P .  O .  B o x  605 

C o l m a r ,  P A  18915 
1-800-822-6711 
215-822-6601

e m a i l :  a d v i s o r @ p o b o x . c o m

H o w  we can  help :

T h e r e  a r e  s o m e  w h o ' v e  l e f t  a  n a m e  s o  t h a t  t o m o r r o w  w i l l  s e e  t h e i r  l i g h t . . .  
a n d  s o m e  w h o  w i l l  p e r i s h  a s  t h o u g h  t h e y  n e v e r  l i v e d .

3/23/01 1:27 PM 

H M t n n n i

http://vAww.philanthtoserve.org/cgahelp.htm
mailto:advisor@pobox.com


F I S C A L  N O T E

STATE OF ALASKA

2001 LEGISLATIVE SESSION

Revision Date/Time(Note il Correction) 03/09/2001 2:30p.m. 
Title: An Act relating to the issuance of qualified
charitable gift annuities._______________________________
Sponsor:
Requester:

Representative Murkowski
House Labor & Commerce

Dept. Affected:
BRU:
Component: 

Component Number:

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 121

DCED
Insurance Operations
Insurance

354

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 O.C 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) | I

FUND SOURCE (Thousands of Dollars
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

0.0Estimate of any current year (FY2001) cost:

Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pape il necessary)
.This bill has no fiscal impact on this component.

Prepared by: Robert A. Lohr Phone 907-269-7900
Division Insurance_____________________________________________  Date/Time 03/09/2001 2:30p.m.

Approved by: Commissioner Deborah B.Sedwick________________________  Date 3/9/2001_______
Agency Department of Community & Economic Development_________

For distribution information, call the Governor's Legislative Office 
(Rov 2/7/2001 omb) Page__1 of --- ----





F I S C A L  N O T E

STATE OF ALASKA

2002 LEGISLATIVE SESSION

Revision Date/Tim e (Note if correction): 
Title:

Fiscal Note Number.
Bill Version:
() Publish Date:

CSHB 128(L&C)

Em ploym ent of M inors in A gricu lture
Department: .La bo r and W ork force  Deve lopm ent
BRU : Labor Standards and Safety_____
Component: W age and H ou r______________

Sponsor:
Requester:

Representative Ogan
H o u se  La bo r and C om m erce

Expenditures/Revenues

Com ponent Number: 

(Thousands of Dollars)

345

Note: Am ounts do not include inflation unless otherwise noted below.
O P E R A T IN G  E X P E N D IT U R E S F Y  2003 F Y  2004 F Y  2005 FY  2006 F Y  2007 F Y  2008
Personal Services
Travel
Contractual 22.5
Supplies
Equipment
Land & Structures
Grants & Claim s
Miscellaneous

T O T A L  O P E R A T IN G 22.5 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D I T U R E S  | i ! I i

C H A N G E  IN R E V E N U E S  ( ) | i f |

F U N D  S O U R C E (Thousands of Dollars) •
1002 Federal Receipts
1003 G F  Match
1004 G F 22.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

T O T A L 22.5 0.0 0.0 0.0 0.0 0.0

Estim ate  o f any cu rren t year (FY2002) co s t: N one

C h e ck  this box (X ) if fund ing  for this bill is in cluded  in the G o v e rn o r's  F Y  2003 budget proposa l:
P O S IT IO N S
Full-time
Part-time
Temporary

A N A L Y S IS : (Attach a separate psqe if  necessary)
This bill amends A S  23.10.332 by eliminating some of the protective standards in the child labor law. Th e  bill 
removes the pre-approval requirement for work permits and allows the employer to notify the department after 
employment has begun.

The department anticipates the need to draft new regulations to implement these changes, advertise and hold public 
hearings on regulatory changes, and revise and reprint current informational W age and Hour posters and 
pamphlets.

Prepared by: 
Division:
Approved by: 
Agency:

(Rev 1/26/2000 OMB)

R ich a rd  Mastrlano, D irector Phone: 269-4919
La b o r Standards and Safety Date/Time: 3/5/02 2:36 PM
E d  F lanagan , C o m m issio ne r Date: 03/05/02
Departm ent of Labor and W ork force  D ev e lo pm en t_______

For distribution information, call the Governor's Legislative Office
Page 1 of 1__



REPRESEN TA T IVE  ’'bCOTT O G A N  Alaska State Legislature
House District 27 • Palmer • Greater Palmer • Sutton • Chickaloon • Sheep Mountain

Sponsor Statement for HB 128

Employment of Minors
An Act relating to the required approval o f the commissioner of labor and workforce 
development fo r the employment of certain minors.
A local Valley farmer informed me that there were lots of kids who wanted to work on 
his farm but because it took so long to get permission from the state they declined or 
missed a substantial part of the harvest season.

Parents were surprised to learn that granting their permission was not good enough for 
the state. The Commissioner of Labor had to grant his approval so that their kids could 
pick vegetables or gather up some hay.

In mv opinion requiring the Commissioner to grant permission after parents have already 
signed off is not necessary. , *■

I cannot think of a better place for young people to learn basic life lessons and come to 
understand the value of hard work than on a farm. How unfortunate that government has. 
created so many barriers to those experiences with bureaucracy and senseless red tape.
The result has been too much non-productive time for many of our teens. We all know 
what that can translate into.

With the changes made during the committee process House Bill 128 moves beyond farm 
labor and would allow any employer seeking to hire minors for any job, whether on a 
farm, in a fast-food store or at a retail shop, to apply for and obtain advance approval 
from the Department of Labor. The skills learned in a job will help young people later in > 
life when a work ethic learned on the farm or in a store makes them a valued employee as 
an adult.

Tnrrr

Interim: 600 E. Railroad Ave. #1, Wasilla, A K  99654

(907) 376-4866 Fax (907) 373-4724

Session: State Capitol, Juneau, A K  99801 465-3878

1 (800) 862-3878 Fax (907) 465-3265



R epresen ta t ive  S co tt  O gan  Alaska state Legislature
House District.27 • Palmer • Greater Palmer • Sutton Chickaloon • Sheep Mountain

H o u s e  B i l l  1 2 8  

T a l k i n g  P o i n t s

>  House Bill 128 streamlines the approval process between the Department of Labor and 
workforce Development and employers wanting to hire minors.

>  The protection of minors remains paramount with this proposal.

>  Employers may secure pre-approval from the department to hire a minor, who is at least 
14 years of age, to perform a specific set of joo duties in advance of an actual job offer to 
a minor.

>  The amendment benefits any employer -  from farming, fishing to fast food restaurants.

>  The department work permit request form, must be signed by a parent or legal guardian 
of the minor, and filed with the commissioner within seven calendar days after the minor 
begins working.

>  The work permit is valid only for the job and listed duties specified on the pre-approved 
consent.

>  The work permit is valid for the calendar year in which it is executed, in the case of a 
written consent executed in December; the permit can be valid through the end of the 
next calendar year.

>  A minor cannot begin any changed or new job duties until the department approves the 
changes.

>  This amendment does not remove the current work permit process for those employers 
who wish to use it.

>  The department supports this legislation.

Interim: 600 E. Railroad Ave. #1, Wasilla, A K  99654 • Session: State Capitol, Juneau, A K  99801 465-3878

(907) 376-4866 Fax (907) 373-4724 1 (800) 862-3878 Fax (907) 465-3265



R e p re s e n ta t iv e  S c o t t  Q g an  Alaska State Legislature

House District 27 • Palmer • Greater Palmer • Sutton • Chickaloon • Sheep Mountain

S e c t i o n a l  A n a l y s i s  

CS for HB 128

Sec. 1 Adds section (c) to AS 23.10.332(a), Authorization for children under 17 to 
work..

Sec. 2 Section (c) provides that:

Prospective employers can apply to the Department of Labor (DOL) for prior approval to 
hire a minor for specific job descriptions.

Written consent by the parent of guardian must be filed with the department within 7 
calendar days from when the minor begins work.

Once employed, any change in job duties of an employed minor requires a new approval 
of the revised job duties by the department before the minor can begin work under the 
revised job duties.

DOL preapproval of job duties is valid only for that calendar year. However, an approval 
issued in December is valid through the next calendar year.

Written parental or guardian consent must be on a form approved by the department.

Sec. 3 This section amends AS 23.10.360(c), which would provide authority for the 
employer to preapprove certain job descriptions with DOL.

Interim: 600 E. Railroad Ave. #1, Wasilla, A K  99654

(907) 376-4866 Fax (907) 373-4724

Session: State Capitol, Juneau, A K  99801 465-3878

1 (800) 862-3878 Fax (907) 465-3265



Distributed By 
Representative Scott Ogan 

District 27

It is the purpose of AS 23.10.325 - 23.10.370 to establish protective standards for child labor to 
the end that their health, morals, education, and future welfare will be protected during the 
formative years and to the further end that any abuses or unjust exploitation of this labor will be 
effectively prohibited.

AS 23.10.330. Exempted Employment.

(a) AS 23.10.325 - 23.10.370 do not prohibit employment of a child under the direct supervision 
of a parent in a business owned and operated by the parent or the work of a child on a boat 
owned and operated by the parent of the child.

(b) Notwithstanding AS 23.10.335 - 23.10.350, a minor of any age may be employed as a 
performer in the entertainment industry. The provisions of AS 23.10.335 - 23.10.350 and AS 
23.10.360 (a) and 23.10.360(c) concerning times, hours, or days of work do not apply to the 
employment of a minor as a performer in the entertainment industry. The department may adopt 
regulations to implement this subsection. In this subsection, a "performer in the entertainment 
industry" means a performer in advertisements and television, film, radio, and theater 
productions but does not include employment on the premises of a business offering any form of 
adult entertainment under AS 23.10.350 (f) regardless of the nature of the work performed by the 
minor.

AS 23.10.332. Authorization For Children Under 17 to Work.

Except for employment exempted under AS 23.10.330 and other employment specifically 
exempted by regulations adopted by the department, a minor under 17 years of age may not be 
employed or allowed to work without the written authorization of the commissioner unless 
authorized under AS 23.10.360 . The department shall adopt regulations necessary to implement 
this section.

AS 23.10.335. Employment of Children Under 14.

A minor under 14 years of age may not be employed or allowed to work in an occupation outside 
school hours except in domestic employment, baby-sitting, and handiwork in and about private 
homes; newspaper delivery or sales; or canneries in warehouse work casing cans under 
competent supervision.

AS 23.10.340. Children Under 16.

(a) A minor under 16 years of age may not be employed for more than a combined total of nine 
hours school attendance and employment in one day. If employed, the minor's work may be 
performed only between 5 a.m. and 9 p.m. Employment outside school hours may not exceed 23 
hours in one week, domestic work and baby-sitting excepted.

Article 4. Employment of Children

AS 23.10.325. Purpose.

(b) [Repealed, Sec. 7 ch 112 SLA 1976].



AS 23.10.345. Exemptions For Minors Over 16 or Who Have Graduated From High 
School.
[Repealed, Sec. 7 Ch 112 SLA 1976].

Repealed or Renumbered

AS 23.10.350. Employment of Person Under 18.

(a) A minor under 18 years of age may not be employed or allowed to work

(1) more than six days a week;

(2) in hazardous excavation, or underground in mines, or as hoisting engineer in mines; or

(3) in an occupation dangerous to life or limb or injurious to the health of the minor.

(b) If the commissioner determines that the duties to be performed by the minor would not 
unduly endanger the life, limb, or health of the minor and if the employment meets the 
conditions of wages and hours prevailing for the majority of the employees in the industry at the 
time of employment, the commissioner may grant an exemption in writing from (a) of this 
section for a minor 1 6 -1 8  years of age to work at those duties

(1) outside school hours, or while on school vacation, if  the minor is attending school; or

(2) if the minor is no longer attending school.

(c) Except as provided in (e) of this section, a person under 18 years of age who is scheduled to 
work for six consecutive hours or more is entitled to a break of at least 30 minutes during the 
course of the work shift. The break required by this subsection may be scheduled at the 
convenience of the employer but must occur after the first hour and a half of work and before the 
beginning of the last hour of work. A person under 18 years of age who works for five 
consecutive hours without a break is entitled to a break of at least 30 minutes before continuing 
to work. This subsection may be modified by the terms of a collective bargaining agreement that 
covers the employment of the person under 18. This subsection may be modified on occasion by 
mutual agreement between the employer and the employee.

(d) Notwithstanding AS 23.10.055 (11), failure to provide the unpaid break periods required by
(c) of this section creates a minimum wage liability under AS 23.10.065 for the break that the 
employee did not receive or received late. A claim for minimum wage in lieu of the unpaid break 
is enforceable under AS 23.10.110 .

(e) The provisions of (c) of this section do not apply to

(1) an individual employed in the catching, trapping, cultivating or farming, netting, or taking 
of any kind of fish, shellfish, or other aquatic forms of animal and vegetable life;



(2) an individual employed by a member of the individual's family; in this paragraph, 
"member of the individual's family" means the individual's spouse, parent, step-parent, 
grandparent, step-grandparent, great grandparent, step-great grandparent, brother, sister, uncle, 
aunt, great-uncle, or great-aunt, whether of the whole or half blood or by adoption or by 
marriage.

(f) A minor under the age of 18 may not be employed or allowed to work in any capacity on the 
premises of a business that offers adult entertainment. In this subsection, "business that offers 
adult entertainment" means a business in which one or more individuals are employed or 
contracted to, wholly or in part, or permitted to entertain others by

(1) removing clothes or other items that clothe or hide the person's body;

(2) dancing or in any other manner exhibiting the individual's body in a completely or almost 
completely unclothed state;

(3) participating in an actual or simulated illegal, indecent, or lewd exhibition, act, or practice 
including

(A) sexual penetration;

(B) the lewd exhibition or touching of a person's genitals, anus, or breast; or

(C) bestiality.

AS 23.10.355. Persons Under 21.

A person under 21 may not be employed or allowed to sell or serve alcoholic beverages or to 
work on a licensed premises, except as provided in AS 04.16.049 .

AS 23.10.360. Regulations For Minimum Standards and Work Opportunities.

(a) The department may, from time to time after public notice and hearing, adopt regulations and 
issue orders establishing minimum standards for safety, working conditions, kind and extent of 
work in various phases of the respective fields of employment, maximum hours for the day and 
week, and minimum rates of pay, and other reasonable safeguards compatible with the welfare of 
all minors covered by AS 23.10.325 - 23.10.370.

(b) The department shall make cooperative arrangements with other state and federal agencies 
and shall adopt the regulations that are necessary to provide opportunities for work experience in 
safe and healthful occupations for minors.

(c) The department shall, after notice and hearing, adopt regulations authorizing the employment 
of minors under 18 years of age and exempting appropriate employers from the reporting 
requirements of AS 23.10.332.



AS 23.10.365. Enforcement.

The departm ent shall enforce AS 23.10.325 - 23.10.370.

AS 23.10.370. Penalty.

(a) Except as provided in (b) of this section, a person w ho violates a provision of AS 23.10.325 - 
23.10.370 is guilty o f a misdem eanor and upon conviction is punishable by a fine o f not more 
than $500, or by im prisonm ent for not more than 90 days, o r by both.

(b) A person w ho em ploys a minor in violation o f AS 23.10.350 (f) is guilty o f a class A 
misdemeanor for the first offense and a class C felony fo r the second and each subsequent 
offense.
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(:■ ( FISCAL NOTE
STATE OF ALASKA Fiscal Note Number: _1____
2001 LEGISLATIVE SESSION Bill Version: H B  150

(H ) Publish Date: 3/9/01

Revision Date/Tim e (Note if correction): 03/07/2001 2:35p.m. Dept. Affected: D C E D
Title: An A ct relating to insurance premiums for______B R U : ( Insurance
rental motor vehicles_______________________________Com ponent: Insurance
Sponsor: House Labor & Com m erce________________  _______
Requester: House Labor & Com m erce________________ Com ponent Number: 354

Expenditures/Revenues_______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below._________________
O P E R A T IN G  E X P E N D IT U R E S F Y  2002 F Y  2003 F Y  2004 F Y  2005 F Y  2006 F Y  2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

T O T A L  O P E R A T IN G 0.0 0.0 I 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( )

FU N D  S O U R C E ________________    (Thousands of Dollars;
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any current year (FY2001 ) co s t : 0.0
C h e ck  th is box (X ) if funding  for th is  bill is in c lu de d  in the Governor's  F Y  2002 budget proposal:

P O S IT IO N S
Full-time
Part-time
Temporary

A N A L Y S IS : (Attach a separate page if  necessary)
This bill has no fiscal impact on this component.

Prepared by: Robert A. Lohr. Director___________________________  Phone 907-269-7900
Division Insurance_____________________________________  Date/Time 03/07/2001 2:35p.m.
Approved by: Com m issioner Deborah B. Sedw ick___________________  Date 3/7/2001_________
Agency Department of Community & Econom ic Development_______

For distribution information, call the Governor's Legislative Office
(Rev 2/7/2001 OMB) P a g e  1 o f  1__

COMMITTEE COPY
Q



Alaska State Legislature
Representative lisa Murkowski Chair Alaska State Capitol
Representative Andrew Halcro Vice-Chair Juneau, AK 99801-1182
Rcpresentadvc Pete Kott I I Telephone: (907) 465-4954
Representative Kevin Meyer \ Fax: (907) 465-2293
Representative Norman Rokcberg Representative_Lisa_Murkowski@lcgis.state.ak.us
Representadve Harry Crawford 
Represcntadve Joe Hayes

House Labor and Commerce Committee

S p o n s o r  S t a t e m e n t  

H B  1 5 0  

“ A n  A c t  r e l a t i n g  t o  i n s u r a n c e  p r e m i u m s  f o r  r e n t a l  m o t o r  v e h i c l e s . ”

H ouse Bill 150 corrects the unintended consequence o f  Senate Bill 87 enacted in 1999, which 
requires m o to r vehicle rental com panies to hold funds received from  renters w ho purchase 
insurance p roducts in separate trust accounts.

Senate Bill 87 gave the director o f  the D ivision o f  Insurance the authority to waive certain bond 
requirem ents b u t failed to do so for fiduciary accounts required o f  m otor vehicle rental agencies. 
Because o f  the nom inal revenues generated by the incidental sale o f  insurance, separate trust 
accounts are extremely impracdcal and logisdcally impossible for small rental com panies— their 
prim ary business is vehicle rental, no t insurance. H ouse Bill 150 remedies the waiver om ission for 
m otor vehicle com panies by eliminadng the requirem ent that funds received be placed in separate 
fiduciary accounts.

T he Division o f  Insurance and representadves o f  the rental car industry have worked in tandem  to 
develop the language contained in H ouse Bill 150. The pardes agree that the measure corrects the 
unintended om ission o f  account requirem ent waivers for m o to r vehicle rental agencies. I urge your 
favorable support.

Last Updated March 1, 2001

mailto:Representative_Lisa_Murkowski@lcgis.state.ak.us


Alaska State Legislature
>

Representntive Lisa Murkowski Chair 
Representative Andrew Halcro Vice-Chair 
Representative Pete Kott 
Representative Kevin Meyer 
Representative Norman Rokcberg 
Representative Harry Crawford 
Representative Joe Hayes

Alaska State Capitol 
Juneau,.AK 99801-1182 

Telephone: (907) 465-4954 
Fax: (907) 465-2293 

Rcprescntativc_Lisa_Murkowski@!cgis.statc.ak.us

House L\bor and Commerce Committee

M e m o r a n d u m

March 20, 2001D a t e :

To:

From:

Subject:

Senator Randy Phillips
Senate Labor and Commerce Chair

Representadve Lisa Murkowski 
House Labor and Commerce Chair

Scheduling HB 150

Please schedule House Bill 150 “Insurance Premiums for M otor Vehicles” in Senate Labor and 
Commerce at your earliest convenience. HB 150 corrects the unintended consequence o f Senate Bill 
87 passed last year, which requires motor vehicle rental companies to hold funds received from 
renters who purchase insurance products in separate trust accounts. HB 150 eliminates the 
requirement that insurance funds be held in separate accounts.

HB 150 unanimously passed the House. There is no known controversy surrounding the bill. Thank 
you for your prom pt consideration.



T o n y  K n o w l e s ,  G o v e r n o r

D e p a r t m e n t  o f  C o m m u n i t y  
a n d  E c o n o m i c  D e v e l o p m e n t

Division of Insurance
P.O. Box 110805, Juneau, AK 99811-0805
Telephone: (907) 465-2515 • Fax: (907) 465-3422 • Text Telephone: (907) 465-5437 
Email: lnsurance@ dced.state .ak .us • Website: w w w .dced.state.ak.us/insurance/

February 28, 2001

The Honorable Lisa Murkowski 
House of Representatives 
State Capitol, Room 408 
Juneau, AK 99801-1182

Dear Representative Murkowski:

The Alaska Division of Insurance supports HB 150.

In 1999, the legislature enacted SB 87 which required the Division of 
Insurance to license motor vehicle rental agency personnel conducting the 
business of insurance by the sale of insurance coverage to rental car 
customers (AS 21.27.150(a)(7)). The legislation narrowly defines those who 
would be required to obtain this type of limited license. The legislation, 
however, did not address the requirement in AS 21.27.360 regarding the 
maintenance of premiums in a trust account. After further discussion with 
industry, it was clear that while this requirement is appropriate for full-time 
producers, it is not practical for receipts from insurance obtained incidental 
to the rental transaction. The statute does not contain an exemption from 
this requirement or provide discretion to the director for enforcement of these 
requirements.

The review of premium trust requirements for licensed motor vehicle rental 
agency personnel weighed both the practical requirements and cost as well as 
the protection of the public by ensuring the proper handling and forwarding 
of premium received. The premium funds obtained through the motor vehicle 
rental agency transaction is minimal in relation to the entire transaction, but 
current statute requires that each location maintain a tru st account and 
account for premiums to ensure proper handling. There would be costs 
incurred for the account and personnel to conduct the accounting. In 
addition, the motor vehicle rental transaction is often cashless and the trust 
requirements are geared toward monies received by the producer.

“P r o m o t i n g  a  h e a l t h y  e c o n o m y  a n d  st r o n g  c o m m u n i t i e s "

mailto:lnsurance@dced.state.ak.us
http://www.dced.state.ak.us/insurance/


The Honorable Lisa Murkowski -2-A
'V

F eb ruary  28, 2001

HB 150 recognizes tha t the premiums received in the transaction are 
minimal. I t provides the insurance company who is to receive the funds the 
opportunity to agree that a premium trust fund for this type of licensee is not 
necessary. It is expected that the insurance company will make this decision 
based on its experience with the motor vehicle rental company and the 
guarantees the company can make to properly forward premiums to support 
the risk undertaken. In addition, the proposed statute requires th a t the 
insurance premium be itemized in the transaction so that determination of 
total premium and risk can be made. Overall, I believe that this bill properly 
balances the public’s right to be protected from loss of coverage after 
premium is paid while keeping the costs of regulatory compliance reasonable.

Thank you for the opportunity to comment on HB 150.

Sincerely,

Robert A. Lohr 
Director

RAL/pb5010.doc
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District 12

C 5 H B  1 5 2  ( R L S )  

S p o n s o r  S t a t e m e n t

“A n  A ct rela ting  to B rew pub  L icenses.”

Alaska is currently enjoying the proliferation of new industries that help to diversify and 
augment the economies of communities throughout the state. One such industry that has 
enjoyed newfound widespread success in Alaska is the brewing industry.

The majority of brewpubs in Alaska were created during a window in state law that allowed an 
individual to hold both a brewer’s license and a restaurant license. This is no longer allowed, as 
restaurant owners must now purchase a full liquor license in order to serve their in-house beer.
Also instituted at this time were draconian requirements that put a cap on the amount of house 
beer those brewpubs are allowed to sell in their own restaurants. Regardless of consumer 
demand, state law limits the amount of beer a brewpub can sell to 75,000 gallons. For a 
successful, growing enterprise, this amount is insufficient. As establishments enjoy success and 
foster growth in their communities, this production cap is limiting their operation.

The creation of this arbitrary ceiling was set during the 19lh Legislature in which the cap was 
deemed as “a popular area in terms of annual production” (SEN C&RA, 3/8/95; SB 87). There 
was no substantive basis for setting the cap at this level, and history has proved that it now needs 
to be revised.

HB 152 represents a stopgap measure, involving a sunset provision, which would permit the 
continued successful operation of Alaska businesses through this year in order to allow a 
permanent solution to be forged with industry organizations. A production limit for brewpubs 
would be enacted at a level of 75,000 gallons for sale in-house through their own establishments, 
and a limit of 75,000 gallons for wholesale through a distributor.

These small Alaska businesses, located in most every region of the state, create very positive 
effects for their local economies. They generate increased employment, property tax revenue, 
and community involvement that were not present in Alaska just a few years ago. The growth of 
this industry has already transformed abandoned properties from blights in a city to viable 
operations that now contribute to the tax rolls. To limit the growth and success of these entities 
would be irresponsible as we strive for diversity in Alaska’s economy.

Your positive consideration of this legislation would be greatly appreciated.

E-Mail: Representative_Amlrew_Halcro@legis.siaie.ak.us

mailto:Representative_Amlrew_Halcro@legis.siaie.ak.us
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T o: Senator RanclyTmillips
Chairman,'Senate Labor & Commerce Committee

F ro m : Representative Andrew H 

RE: Request for Hearing -  HB 152

.taoAr

I respectfully request the Senate Labor & Commerce Committee schedule HB 152, ‘An 
Act relating to brewpub licenses’, for hearing at your earliest convenience.

Due to the nature of the bill involving a one-year sunset clause that includes the interim 
period this year, it is imperative that this bill be heard before adjournment. Your 
cooperation in hearing HB 152, a priority bill of mine, by the Labor & Commerce 
Committee before the close of legislative business this session would be greatly 
appreciated.

The referral packet is attached for your information.

Please contact Kevin Hand of my staff at x4939 as needed.

Thank you for your consideration.

E-Mail: Representative_Amlrcw_Halcro@legis.stute.uk.us

mailto:Representative_Amlrcw_Halcro@legis.stute.uk.us
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An Act relating to Brewpub Licenses.

S e c t i o n a l  A n a l y s i s

S e c t i o n  I

Enacts uncodified law beginning July 1, 2001 and ending June 30, 2002:

1(a): Authorizes the holder of a brewpub license to brew beer for sale. Enacts a 
production cap of 150,000 gallons on an annual basis.

1(b): Authorizes the sale of not more than 75,000 gallons of beer on retail premises 
under the stipulation that each retail location is operated under its own beverage 
dispensary license.

1(c): Authorizes the brewpub to sell up to 5 gallons per day to go from the 
manufacturing premises.

1(d): Allows a small sample to be given out free of charge at the premises the beer is 
manufactured. This section relates to brewery tours where a small complimentary taster 
of the product is provided at the conclusion of a tour.

1(e): Authorizes a brewpub to sell not more than 75,000 on an annual basis to a 
wholesaler licensed under AS 04.11.160.

Subsection 2 - This subsection simply continues the same changes to a grandfathered 
section of statute, AS 0 4 .1!.! 35(d), that enabled a brewpub to retain the separate location 
of their manufacturing facility and their retail establishment. The law was since revised 
in recent legislatures to make the co-location of these facilities mandatory, thus requiring 
this section that allowed the continued legal operation of these brewpubs.

(2)A: Authorizes the holder of a brewpub license to brew beer for sale. Enacts a 
production cap of 150,000 gallons on an annual basis.

(2 )B :  Allows a small sample to be given out free of charge at the premises the beer is 
manufactured.

E-Mail: Representativc_Andrcw_Halero@legis.state.ak.us

mailto:Representativc_Andrcw_Halero@legis.state.ak.us


Sectional Analysis

CSHB 152 (RLS) Con’t

(2)C,i: Authorizes the sale o f not more than 75,000 gallons of beer on a retail premises, 
under the stipulation that each retail location is operated under its own beverage 
dispensary license.

(2)C,ii: Authorizes a brewpub to sell not more than 75,000 on an annual basis to a 
wholesaler licensed under AS 04.11.160.

(2)C,iii: Authorizes the brewpub to sell up to 5 gallons per day to go from the 
manufacturing premises.

S e c t i o n  2 :

Enacts an effective date of July 1, 2001.
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Moose’s Tooth Pub and Pizzeria 
d.b.a. Fresh Ale Pubs, L.I..C . 

P.O. Box 202549 
Anchorage, AK 99520 

(907)258-2327 
(907) 258-2337 fax

March 16, 2000

Representative Andrew Halcro
State Capitol
Juneau, AK 99801-1182

Dear Mr. H alcro

Since opening M oose’s Tooth Brewing Company and M oose’s T ooth  Pub and Pizzeria in 
1996, we have been interested in opening a second eatine establishment in the Anchorage 
area and thanks to  the passage o f  last year’s H ouse Bill 69, we are close to  com pletion o f 
our second location, the Beaj Tooth Theatre Pub. H ow ever, due to  the production cap 
that House. Bill 69 placed on our brewery operations, we will not be able to  produce 
enough beer to sell at our second location.

Prior to  H ouse Bill 69’s passage, our business operated on a restaurant and eating place 
license and on a separate brewery license. U nder that licensing scheme, our brewery could 
brew an infinite amount o f  beer. With this in mind and due to  the large dem and for our 
product, w e moved the brew er)’ in 1998 into a 10,000 square foot building and installed a 
brewing system four times larger than the previous. U nfortunately, the laws regarding 
simultaneous ownership o f  restaurant and brew ery licenses had changed since the S ta te 's  
approval o f  our original licenses in 1996; although our licenses w ere grandfathered, under 
the new scheme we could not obtain a second license in order to open a second location.

Since House Bill 6 9 ’s passage, we have been building our second location and are close to 
opening. H owever, we are faced with the ironic situation that while the State now  allows 
us to  possess a second eating establishment license, the S ta te ’s cap on ou r beer production 
will leave us without enough beer to  support sales at our second location.

Currently, we employ 5 people at M oose’s T ooth  Brew ing Co., 87 people at M oose’s 
Tooth Pub and Pizzeria and within one year o f  operation o f  the B ear T ooth  and its 
restaurant, we anticipate employing an additional 100 people. I f  the production cap 
remains the same, we know some o f  the following will likely happen:

1) brewery employment figures will remain the sam e (currently o u r brewery' can legally 
brew 2400 barrels but the plant can physically produce 20,000-30,000 barrels with new 
tankage and employ at least a dozen people)
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2) our d istributor will end out con trac t to  d istribute our beer to  the 27 draft accounts in 
southcentral A laska (from  V aldez to  H c tn er) because we will be forced to  allocate ever)' 
last keg  to ou r ow n locations,

3) we will be forced to  purchase ano ther brand o f  beer brew ed by a m icrobrew ery in the 
low er 48, o r

4) in the alternative, w e will com ract v/ith a m icrobrew ery in the low er 48 to  p roduce our 
ow n beer and we v-ill then im port o u r beer back into the s ta te  (not a popular op tion  w ithin 
the com pany because we like to  be able to  claim  that our p roduct is m ade in Alaska);

5) w e will close o u r b rew ery  in Am chorage because it will be forced to  continue at near 
present levels because o f  the  cap in p roduction ; because o f  our expenditu res for a new  
brew ing system  in 1998 we con tinue  to  opera te  at a loss,

6) if expansion and po ten tia l franchise is possible, and because w e can not p roduce 
enough beer in Alaska to supply o u r com pany’s jetail establishm ents, we w ould relocate  
the brew ery and overall c o rp o ra te  h eadquarte rs  to  the  Pacific N orthw est w ere o u r cost o f  
goods and labor w ould be substan tially  low er (although th is op tion  is not very' a ttrac tive  to  
us because as a com pany and as citizens o f  this state , w e  regard  sou thcen tral A laska as 
hom e, it m akes sense in that m any o f  our largest o u t-o f-s ta te  com petito rs in the 
m icrobrew  industry' have b o th  retail eating establishm ents and unrestric ted  brew ing 
capacity  in their respective states; because we already com pete  w ith  these com panies 
(such as Sierra N evada, R edhook , P ortland  B rew ing C o ., Full Sail, e tc .) fo r tap handles in 
A laska, our com pany m ight w ant to  be in a sta te  w 'here we can at least legally attem pt to  
m atch out co m p e tito rs’ p roduction  levels, especially w-hen these b rew eries also enjoy the 
right o f  opera te  retail beer and food  establishm ents, cheaper raw  m aterials and cheaper 
labor).

I believe that w e  are doing o u r p a n  as .Alaskans to  p ro d u ce  jo b s  and quality A laskan 
p roducts  but w e will not be  able to  continue doing so  if  we are  now  allow ed to  p roduce 
additional p roduct at our b rew ery . I look fo rw ard  to  d iscussing o u r situation w ith you 
and your associates in the near fu tu re .
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T H E ' D d o m  C O R P O R A T I O N

Date: April 10,2001

To: Cliris Anderson
Glacier Brewhouse

From: JohnB urket
Operations Manager 
Odom Coiporation

RE: House Bill 152

Chris, as the distributor o f Brewhouse products in the State o f Alaska, we are interested 
in legislation that effects our business. The past several years several pieces o f legislation 
have been proposed changing the w ays Brewpubs and local Breweries can do business. 
None o f  these have any impact on our business as a Distributor o f  Beer in the State of 
Alaska. We as a company do not see a problem with house bill 152. It will not effect the 
“Three T ier” system and seems only fair to those o f  you who brew beer in Alaska.
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F rom  "Shawn Beck" <s'h:jw n@ sp ec ia lty im po rts .c om >

D a te  Friday, April 13 , 2 0 0 1  9 :2 1  am 
T o  < R ep resen  ta ti ve_A nd rew _ H a lc ro®  leg is .s ta te . a k .u s>  
CC < b e a r to o th @ g c i.n e t>

Sub jec t HB 152 
A ttachm en ts  Netscape N av in a fo r .ln k

4/17/01 11:26 AM
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Dear Members o f  the Tw enty-Second  A laska S ta te  Leg is la tu re :

S pec ia lty  Im p o rts  Inc . is a A laskan ow ned and op e ra ted  d istribu tor o f One 
wine and beer. On b eh a lf o f m y se lf, and ou r 3 0  em p loyee s , we wish to  exp ress 
o u r  support fo r HB 1S 2 . I t  Is crucia l to th e  hea lth  o f th e  developing A laska 
m icro brewing industry th a t this im po rtan t leg is la tion  be enacted.
Many b rew eries ou tside A laska have pubs. A num ber o f these p roducers sell 
b ee r in A laska . W hy put o u r  loca l p roduce rs a t a com petitive d isadvan tage?.
In  add ition , much m ore  o f the m oney p roduced  from  A laskan b rew eries stays in 
s ta te .
A laska is a ve ry  d ifficu lt sta te  fo r  m anu fac tu re rs . In the  m ore than 25 
ye a rs  tha t we have been in business, a n um be r o f  b rew eries have gone b roke , 
from  the orig ina l Prince B rau to  th e  m o re  recen t dem ise o f Bird Creek 
B rew ery . Why lo t the spec ia l in te re st o f  ou ts ide con tro lled  alcoho lic 
w ho lesa le rs  and supp lie rs tak* p recedence o v e r  the in te re st o f local 
p ro d u ce rs ?
Again, we urge you to pass HB 152

Sincerely yours,

Shawn Beck 
P re s id e n t
Spec ia lty  Im p o rts , Inc

nttp://ttuousllne,flci.nol/lrame.htm l
Paco  1 ol 1

mailto:jwn@specialtyimports.com
mailto:beartooth@gci.net
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Greg Ciiannulis. President 
M ike's Quality Meals. Inc. 
12110 Business Blvd. 
liable River. AK 99577 
907-696-1888

Apri l  17.2001

Dear Members o f  the 22"'1 Alaska State Legislature:

I am  writing to ask that you pass HB 152. We have been dealing with both 
M oose's Tooth and Bear 1'ooth since they opened, and arc very distressed to hear that 
their business is threatened by the cap on brewing capacity. In order for them to expand 
to their second location, they were forced to agree to cap their production. The rules 
were changed alter they purchased their liquor license. Now this cap means that they will 
have to move a significant portion o f  their business Outside.

We need more businesses like M oose's Tooth and Bear Tooth in Alaska. They 
employ Alaskans and pay them good wages. Why would wc want to send them away, 
causing Alaskans to lose their jobs, and giving their money to people Outside?

JJB 152 makes good sense for Alaska. Punishing a business for being successful 
makes no sense. Please pass HB 152.

Thank you for your m ention  to this matter.



looses Tooth

Subject: Mooses Tooth
Date: Wed, 21 Mar 2001 07:52:17 -0800 

From: "Veronica Allmaras" <talkeetnavern@gci.net>
To: "Andrew Halcro" <Representative_Andrew_Halcro@legis.state.ak.us>

1 read about the M ooses' T o o th  in the A D N  this m orning. O ne of our sacred political mantras is to create or preserve jo bs  for 
Alaskans. N o w  we have a local em ployer w ho  may have to have it's beer brewed Outside. W h y  should this jo b  be exported when 
we have Alaskans w ho  want and can do it in A la sk a !!! W e  need to support our local businesspersons, particularly the successfu l 
ones who em ploy over 100 people.

I live in South  A nchorage, near the gravel pits, and haven't missed voting in an election in over 25 years, except once when 1 
was out o f the country. 1 hope you can do som ething about our inane alcohol laws.

Thanks.

3/2270 1 5:22 P N

mailto:talkeetnavern@gci.net
mailto:Representative_Andrew_Halcro@legis.state.ak.us


:r capping vvithoui the bottle

Subject: beer capping without the bottle 
Date: Mon, 26 Mar 2001 11:52:54 -0900

From: "secret bishop" <newerafilms@hotmail.com> *
To: Representative_Andrew_Halcro@legis.state.ak.us

S i r ,

J u s t  w a n t e d  t o  p a s s  a l o n g  m y  t w o  c e n t s .

I l o v e  A l a s k a .

I l o v e  l i v i n g  i n  A l a s k a .

I p l a n  t o  r a i s e  m y  f a m i l y  i n  A l a s k a .

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

t h a t  A l a s k a n s  p r o v i d e  a w e l c o m e .  I t h i n k  w e  s h o u l d  e n c o u r a g e  m o r e  A l a s k a n s  

t o  k e e p  t h e i r  d o l l a r s  i n  A l a s k a  a n d  a l s o  s u p p o r t  t h o s e  b u s i n e s s e s  t h a t  h a v e  

p u t  a  r e s p o n s i b l e ,  : _ r o n g  f o o t  f o r w a r d  t o  c h a l l e n g e  o t h e r  p r o d u c t s  o n  t h e  

M a r k e t .

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

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

o f  t h e  M o o s e s  T o o t h / B e a r  T o o t h  T h e a t r e  a n d  F r e s h  A l e  P u b s .

I e n j o y  t h e  M o o s e s T o o t h  f o r  t h e i r  d e d i c a t i o n  t o  a f a m i l y  s t y l e  a t m o s p h e r e  

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

o u t  i n  t h i s  c o m m u n i t y  t h a t  p r o v i d e  s u c h  a n  e x c e l l e n t  s e r v i c e .  I t h i n k  i t  i 

g r e a t  t h a t  t h e i r  b u s i n e s s  i s  g r o w i n g  a n d  b e l i e v e  t h a t  it h a s  b e e n  g r o w i n g  

r e s p o n s i b l y  a n d  b e n e f i t t i n g  t h e  c o m m u n i t y .  I ' d  l o v e  t o  s e e  m o r e  

o p p u r t u n i t i e s  f o r  e m p l o y m e n t  a t  t h e  M o o s e s  T o o t h  a n d  w o u l d  l o v e  t o  s e e  t h e m  

b r e w  m o r e  b e e r .

I d o  n o t  u n d e r s t a n d  t h e  p o l i t i c s  t h a t  w o u l d  s t i f l e  s u c h  p o s i t i v e  g r o w t h  i n  

o u r  c o m m u n i t y .

P l e a s e  s u p p o r t  l i f t i n g  t h e  c a p  o f  m i c r o b e e r  p r o d u c t i o n  i n  A l a s k a .  I w o u l d  

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

T h e  m e s s a g e  t h a t  s o m e t h i n g  l i k e  t h a t  s e n d s  o u t  is d i s h e a r t e n i n g .

T h a n k  y o u  f o r  y o u r  t i m e ,

s i n c e r e l y ,

m i k e  j i p p i n g

G e t  y o u r  F R E E  d o w n l o a d  o f  M S N  E x p l o r e r  a t  h t t p : / / e x p l o r e r . m s n .c o m
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B 152

Subject: HB 152
Date: Sun, 25 Mar 2001 21:58:41 -0900 

From: Patty and Josh <whitedog@ak.net>
To: <Representative_Andrew_Halcro@legis.state.ak.us>

D e a r  R e p r e s e n t a t i v e  H a l c r o ;

W e  a r e  w r i t i n g  t o  v o i c e  o u r  s u p p o r t  o f  y o u r  H o u s e  B i l l  1 5 2 .  A s  y o u  k n o w ,  

t h i s  b i l l  w i l l  r a i s e  t h e  a n n u a l  b r e w p u b  p r o d u c t i o n  l i m i t  t o  1 5 0 , 0 0 0  g a l l o n s .  

T h i s  is a  r e a s o n a b l e  m e a s u r e  w h i c h  w i l l  a l l o w  f o r  g r o w t h  i n  t h e  l o c a l  

b r e w p u b  i n d u s t r y .  W i t h  t h i s  b i l l ,  t h e  M o o s e ' s  T o o t h  B r e w i n g  C o .  w i l l  b e  a b l e

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

n o t  p a s s ,  t h e  M o o s e ' s  T o o t h  m a y  b e  f o r c e d  t o  c o n t r a c t  s o m e  o f  i t s  p r o d u c t i o n  

o u t  o f  s t a t e .

T h e  M o o s e ' s  T o o t h  i s  a n  l o c a l  s u c c e s s  s t o r y ,  p r o v i d i n g  o v e r  1 0 0  j o b s  i n  o u r

c o m m u n i t y .  P l e a s e  d o n ' t  f o r c e  t h e m  t o  l e a v e  t h e  s t a t e .  L e t ' s  k e e p  l o c a l

b u s i n e s s e s  h e r e  i n  A l a s k a .  T h a n k  y o u .

J o s h u a  B  H a l b e r g  

P a t r i c i a  J  B l i s s  

2 2 8 2 1  N o r t h w o o d s  D r i v e  

C h u g i a k ,  A K  9 9 5 6 7

3/26/01 12:33 PI'
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>icweiymesiuurani liquor licensee

Subject: Brewery/Restaurant liquor licenses 
Date: Tue, 16 Jan 2001 13:26:35 -0900 

From: "Corrington Ent., Skagway" <corring@aptalaska.net>
To: <Representative_Andrew_Halcro@legis.state.ak.us>

Dear Representative Halcro,

We recently received correspondence from Matt Jones at the Moose's Tooth Brewing Company that work is under 
way again to repeal the prohibition against ownership of both a brewery and restaurant and/or eating place liquor 
license.

As the only producer of microbrews in Skagway, we certainly hope that this bill will be introduced during this session 
and that you will promote the issue. Microbreweries and restaurants are a natural combination, and by not being 
allowed to own both licenses, economic advancement is prohibited as well.

Thank you for your time in this matter.

Sincerely,

Michele J Fehlings 
Administrative Asst.
Corrington Enterprises, LLC 
dba Skagway Brewing Company

of I 1/17/01 10:59 AM

mailto:corring@aptalaska.net
mailto:Representative_Andrew_Halcro@legis.state.ak.us


"Senator_Jerry_Ward@legis.state.ak.us" <Senator_Jerry_Ward@legis.state.ak.us>, 
"Senator_John_Cowdery@legis.stale.ak.us" <Senator_John_Co\vdery@legis.state.ak.us>, 
"Senator_John_Torgerson@legis.state.ak.us" <Senator_John .Torgerson@legis.state.ak.us>, 
"Senator_Johnny_Ellis@legis.state.ak.us" <Senator_Johnny_Ellis@legis.state.ak.us>, 
"Senator_Kim_Elton@legis.state.ak.us" <Senator_Kim_E!ton@Iegis.state.ak.us>, 
"Senator_Loren_Leman@legis.state.ak.us" <Senator_Loren_Leman@legis.state.ak.us>, 
"Senator_Lyda_Green@legis.state.ak.us" <Senator_Lyda_Green@legis.state.ak.us>, 
"Senator_Lyman_Hoffman@legis.state.ak.us" <Senator_Lyman_Hoffman@legis.state.ak.us>, 
"Senator_Pete_Kelly@legis.state.ak.us" <Senator_Pete_Kelly@legis.state.ak.us>, 
"Senator_Randy_Phillips@legis.state.ak.us" <Senator_Randy_Phillips@legis.state.ak.us>, 
"Senator_Rick_Halford@legis.state.ak.us" <Senator_Rick_Halford@legis.state.ak.us>, 
"Senator_Robin_Taylor@legis.state.ak.us" <Senator_Robin_Taylor@legis.state.ak.us>

D e a r  S e n a t o r s  a n d  R e p r e s e n t a t i v e s ,

I w o u l d  l i k e  t o  v o i c e  m y  s u p p o r t  f o r  H o u s e  B i l l  1 5 2 .  I n  a  t i m e  o f  

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

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

W h e n  H B  1 5 2  c o m e s  u p  f o r  y o u r  c o n s i d e r a t i o n ,  I e n c o u r a g e  y o u  t o  v o t e  

y e s .

T o d d  S a v o i e  

4 9 2 0  H a r t m a n  C i r c l e  

A n c h o r a g e  A K  9 9 5 0 7  

9 0 7 - 5 6 1 - 5 3 6 5
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Anchorage Daily News
B-6 Monday, April 2, 2001

WRITE ONLINE
Got an opinion? A reaction to a news story? Log onto adn.com and 
click on the Forums section and join in. There are separate forums 
there on News, Sports, Features and a variety of other topics.

Beer p roduction  cap  on local 
b rew ers bad for Alaska business

1 just read about the Moose’s Tooth’s poten­
tial restriction on brewing beer for its restau­
rants (“Brewpub battles beer production cap,” 
March 23). One of our sacred political mantras 
is to create and preserve jobs for Alaskans. Now 
we have a local employer that may have to have 
its beer brewed Outside. Why should this busi­
ness be exported when we have Alaskans who 
can do it in Alaska? We need to support our local 
businesses, particularly the successful ones 
that employ more than 100 people.

— Veronica Allmaras 
Anchorage

. i  UKCLE'pCK-
§  i  think i  1 ^ 5 :
-  j u s t r m  s :

' O r t x s a v t  s  
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Subject: HB 152
Date: Mon, 16 Apr 2001 17:20:12+0000 

From: ndanger@att.net
To: Representative_Andrew_Halcro@legis.state.ak.us 

CC: ndanger@worldnet.att.net

M r .  H a l c r o ,

R e g a r d i n g  H B  1 5 2 ,  I a m  c o n c e r n e d  a b o u t  t h e  s t a t u s  of 

t h i s  b i l l ,  a n d  w h e t h e r  o r  n o t  w e  c a n  a i d  p a s s i n g  b y ^  

c o n t a c t i n g  o t h e r  r e p r e s e n t a t i v e s .

I f e e l  t h a t  w i t h o u t  p a s s a g e ,  o p p o n e n t s  t o  t h i s  b i l l  v/ill 

r e s t r i c t  f r e e  e n t e r p r i s e  i n  A l a s k a  b y  l i m i t i n g  

p r o d u c t i o n  o f  p r o d u c t s  p r o d u c e d  i n  A l a s k a ,  b y  A l a s k a n s ,  

f o r  c o n s u m p t i o n  .in A l a s k a .  C a t e g o r i c a l l y ,  w e  s h o o t  

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

c o m m o d i t y  t h a t  w e  c a n  m a n u f a c t u r e  f o r  p r o f i t  i n  o u r  

s t a t e ,  w h e t h e r  i t  i s  b e e r ,  o r  a n y  o t h e r  v a l u e - a d d e d  

p r o d u c t s .  B y  r e s t r i c t i n g  p r o d u c t i o n ,  w e  f o r c e  

e n t r p r e n e u r s  w h o  h a v e  b r o u g h t  j o b s  t o  t h e  s t a t e  t o  

r e m o v e  p r o d u c t i o n  a n d  p a y  " o u t s i d e "  c o n t r a c t o r s  t o  

m a n u f a c t u r e  " A l a s k a n "  p r o d u c t s  f o r  s a l e  t o  A l a s k a n s .

Y o u  c a n  a l m o s t  h e a r  t h e  g r e a t  s u c k i n g  s o u n d  o f  l o c a l  

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

n o t  o n l y  r e m o v e  t h e  b r e w e r s  f r o m  t h e i r  e m p l o y m e n t ,  b u t  

a f f e c t  a l l  s u p p l i e r s ,  f r e i g h t  h a n d l e r s ,  a n d  t h e  o t h e r s  

i n  t h e  l o c a l  d i s t r i b u t i o n  c h a i n  w h o  b u i l d  t h e i r  

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

e c o n o m y .

T h e  s a d  t h i n g  a b o u t  m o v i n g  t h i s  p r o d u c t i o n  s o u t h  ( o t h e r  

t h a n  l o s s  o f  A l a s k a n  j o b s )  i s  t h a t  c o n s u m p t i o n  w o n ' t  

c h a n g e ,  a n d  t h e  lov/er 4 8 p r o d u c e d  p r o d u c t s  w i l l  b e  

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

A l c o h o l i c  b e v e r a g e s  a r e  w r o n g  a n d  t h i s  i s  a  w a y  to 

r e d u c e  r e l a t e d  p r o b l e m s ,  t h e y  a r e  m i s t a k e n .  If 

c o m m e r c i a l  b r e w e r i e s  i n  A l a s k a  t h i n k  t h a t  t h e  

e l i m i n a t i o n  o f  p o t e n t i a l  c o m p e t i t o r s  w i l l  i n c r e a s e  t h e i r  

b u s i n e s s  t h e y  a r e  w r o n g ;  t h e  b e e r  c o n s u m e d  w i l l  m o r e  

l i k e l y  t h a n  n o t  b e  m a d e  i n  P o r t l a n d ,  l a b e l e d  a s  a  l o c a l  

b r a n d - o r  p u r c h a s e d  s i m p l y  a s  a n  o u t s i d e  b r a n d  a n y w a y ,  

t h e r e  a r e  m a n y  v e r y  g o o d  v a r i e t i e s  t o  c h o o s e  f r o m  (at 

c o m p e t i t i v e  p r i c e s ) . O n  t h a t  n o t e ,  w e  c o u l d  e x p e c t  

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

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

t o  m a i n t a i n  c o n t r a c t  r e q u i r e m e n t s .  P r i c i n g  w a r s  f o r  

A l a s k a n  m a n u f a c t u r e r s  a r e  n e v e r  a  g o o d  t h i n g ,  a n d  I 

e x p e c t  t h a t  w o u l d  r e s u l t  i n  a n  e v e n t u a l  s h a k i n g  o u t ,  a n d  

l o s s  o f  l o c a l  p r o d u c t i o n  a n d  j o b s .

W e  l i v e  i n  a  f r e e  m a r k e t  e c o n o m y ,  a n d  I f e e l  t h a t  p e o p l e  

s h o u l d  l o o k  a t  t h e  f a r  r e a c h i n g  c o n s e q u e n c e s  o f  

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

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

i t ' s  s u c e s s  b y  w o r k i n g  h a r d ,  p r o v i d i n g  q u a l i t y  p r o d u c t s ,  

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

s u p p l i e r s .

R e g a r d s ,

B r i a n  B e n s o n  

3 3 0 2  W. 7 9 t h  A v e .

A n c h o r a g e ,  A K  9 9 5 0 2

of 2 4/17/01 2:18 PM
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BILL ROTH ' 'r.;“.
Moose ’s Tooth Brewing Co. 
owners Rod Hancock and Matt 
Jones want the l imit on how 
r^'jch beer they c a i y n a k e  lifted.

MORE BEER

Brewpub battles suds production cap
B r e w i n g  l im i t s  c o u l d f o r c e  M o o s e  s  T o o t h  t o  t u r n  t o  S e a t t l e

By WESLEY LOY
Anchorage Daily News

The owners of M oose’s Tooth, 
the popular Midtown Anchorage 
beer and pizza place, are cam ­
paigning for a proposed sla te  law 
that would raise a limit 011 how  
much beer they can make in their 
brewery.

Under state law. brewpubs like 
the M oose's Tooth can make only 
75.000 gallons of beer a year.

The M oose's Tooth and its sister  
business, the Bear Tooth Theatre- 
pub in Spenard. could hit that cap 
by late sum m er without relief, said

Rod Hancock and Matt Jones, col­
lege buddies who founded the 
M oose’s Tooth in a failed barbecue 
joint in 199G.

“The M oose’s Tooth is leaving  
Alaska!” goes a provocative head­
line on handbills being handed out 
to M oose’s Tooth custom ers. The 
handbill urges people to send a 
com m ent card to lawm akers sup­
porting House Bill 152, which would 
double the cap to 150,000 gallons. 
Otherwise, the M oose’s Tooth 
might have to move its brewery to 
Seattle to make beer for shipm ent 
back to Alaska.

“A lot of people are amazed  
th ere’s any limit on how much we 
can brew,” Jones said.

Not everybody, however, is hap­
py about the idea of increasing the 
brewpub production cap. It’s  an is­
su e  tangled in the long and thorny 
history of alcohol regulation, stuff 
dating back to Prohibition days.

It’s also a m atter of fair com peti­
tion and using sta te  law to protect 
your stake in the market.

State Rep. Andrew Halcro, R- 
Anchorage, said h e ’s sponsoring

;  See Hack r,if>e, BREW



B R E W :  M o o s e ’s  T o o t h  o w n e r s  p u t  u p  f i g h t  a g a i n s t  b e e r  p r o d u c t i o n  l i m i t
thered right to own both restaurant and brew- 
c ry  licenses, a com bination the Legislature 
outlawed in l'lUC. Th a t meant accepting a pro­
duction cap  — 75,000 gallons of India Pale Ale 
or Pipeline Stout or whatever.

H ut now M oose’s Tooth  is ready to grow, 
and the beer is likely to run short. Hancock and 
Jones are soon to open the Bear Tooth Grill, a 
Soulhw eslern-sly le  restaurant inside their 
Kpenard theater building.

"We couldn't have fathomed just the volume 
ol business that we do," H ancock said.

Still, Jones said lie and H ancock  are still 
.struggling to stabilize their young business 
with its "tremendous debt load.” Slam m ing in- 
lu the beer cap won’t help, he said.

But the production cap should not be raised, 
argues S J  Klein, president and head brewer at 
Borealis Brewery, w hich operates along the 
Sh ip  Creek "brewers' alley" not far from the 
Moose's Tooth brewery.

Klein said he wishes the state wouldn't m ed­
dle at all in Alaska's beer industry — “ If it’s 
d rinkin ’ up here, we ought to be maltin' up 
here." f|

Yet he and other m em bers of the Brewers

Guild of Alaska think an expanded M oose’s guys have clearly shown some real business 
Tooth would be unfair. Klein said his operation acum en and entrepreneurship and my hat is 
— w hich has no production lim it — is a whole- off to them."
sale brewery only and can't have a restaurant Bu t alcohol is a drug, un ique  in its regula- 
under state law. T h e  M oose’s Tooth  can make lion, he said. S in ce  before Proh ib ition , there's 
a lot more money on beer by selling it by the been a certain  respect in the industry for keep- 
pint, not by the keg, a u d it  has lots of other rev- ing m anufacturing, wholesale and retailing 
enue sources like food, movie and concert of- separate.
ferings. Also, M oose’s Tooth  beer is flowing " Tha t’s why big brewers are not involved in 
through the taps of other restaurants in town, retail, like Anheuser- 

“F o r  us, those taps are our bread and but- Busch ."  Griffin said,
ter. T o  the Moose's Tooth, that’s a feather in Every  slate has som e sort of cap  on brew
their cap,” Klein said. pubs — either in term s of how m uch  beer they

H an cock  and Jones said they’ll give up can make or how m any retail outlets they can 
those sales in restaurants like Sim on & have, lie said.
Seaforl’san d  H um py’s rather than run short of Griffin thinks a possible solution is for the 
house beers in the M oose’s Tooth  and B e a r five-mem ber alcohol board to adopt a "soft 
Tooth. cap." If a brew pub can  show ils beer sales —

Still, they're dismayed that state law should within its own walls — outpace the production 
hold back a local business with m ore than 100 limit, the board could make an exception, lie 
employees now, includ ing  five brewers, and said.
they’re hoping legislators will double the pro- Ha lcro  said II.B . 152 likely will have ils first
duction cap. com m ittee hearing next week.

" The  M oose’s TooLh guys have a very c o m - _______________________
polling slo iy ,’̂  said D oug Griffin, of the sta le ’s B Repoitnf Wesley to y  can be reached ntvOnyfflarin.roiii nr 2 57 - 
A lcoholic Beverage Control Board. “These  •5 9 0 . ’  "■

( 'onliimeilfrom 
the bill because he was outraged at the recent 
evolution of "protectionism  at its  worst" in the 
stale's alcohol laws.

lie  said bit's concerned that the restriction 
mi beer production could prevent a hom e­
grown sensation from growing even more.

T h e  Moose's Tooth was part of a new wave — 
combination restaurant breweries — that burst 
on the Alaska scene in the mid- 19110s and scared 
established bar and restaurant owners, many of 
whom bad invested hundreds of thousands ol 
dollars in liquor licenses. S in ce  then, stale law 
lias lightened on who can own both restaurants 
and breweries, and what licenses are required.

T h e  Mouse's Tooth  has been jostled by 
these laws since its founding. Hancock, 52, and 
Jones, 34, said they even had to buy a $150,000 
liquor license to expand with the Bear Tooth 
last year, even though they don ’t serve hard 
liquor and don’t want to.

T o  some degree, the partners have them ­
selves to blame for the jam  they're in. In addi­
tion to getting the liquor license to open the 
second location, H ancock  and Jones had to get 
a "brewpub” license and give up llfeir grandfa­
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Labo r and Commerce 
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Commun ity  and Regional A fpairs 
Legislative Council 
Jo in t  Armed Services REPRESENTATIVE LISA MURKOWSKI

Government H ill • E lmendorf • East Anchorage

Alaska S ta te C a p ito l 
Juneau, AK 99801-1182 
Phone: (907) 465-3783 

Fax: (907) 465-2293
Represents tive_Lisa_Mi.irkowski@lcgis.st:i[e.ak. us

Interim: 
716 West 4 th  Avenue 

Ancho rage , AK 99501-2133 
Phone: (907) 269-0174 

FAX: (907) 269-0177

To: Senator Ben Stevens, Chairman, Labor &. Com m erce

From: Representative Murkowski

Date: January 16, 2002 

Re: H ouse Bill 157

Please schedule H ouse Bill 157 “an A ct relating to trust companies and providers o f  fiduciary 
services,” for Senate Labor & Com m erce as soon as possible.

T he bill repeals existing AS 06.25 and replaces it with AS 06.26 “Providers o f  Fiduciary Services.” 
This chapter clarifies who may provide fiduciary services in Alaska, expands on w ho may be a trust 
com pany, w hat their powers may be, and covers specific items such as certificate o f  authority, 
required capital, operation o f  offices, and the like.

Included w ith the request is:
1) HB 157
2) Sponsor Statem ent
3) Sectional analysis

T hank you for your consideration.
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H B  157
“A n A ct re la ting  to tru st com panies 
and  providers o f fiduciary services”

A t die request o f  the Division o f  Banking and Securities, I have introduced H ouse Bill 157, the 
Revised Alaska T rust Com pany Act. The purpose o f  this bill is to update die existing T rust 
Com pany A ct which has no t undergone any m ajor revisions since its adoption during the territorial 
days o f  1949. I f  enacted, this legislation will be a tool that will enhance die process o f  formation, 
operation, supervision and regulation o f  the trust industry in Alaska.

Recent changes to  Alaska trust laws make creation o f  trust charters in Alaska m ore desirable. 
How ever, the Alaska Trust A ct does n o t provide guidance as to w ho or w hat needs a charter, nor 
guidance for the form ation and organization o f  a trust entity, or provisions for perm issible activities 
including interstate o r intrastate business expansion.

T he bill repeals existing AS 06.25 and replaces it with AS 06.26 ‘Providers o f  Fiduciary Services.” 
This chapter clarifies who may provide fiduciary services in Alaska, expands on w ho may be a trust 
com pany, w hat their powers may be, and covers specific items such as certificate o f authority, 
required capital, operations o f  offices, and the like.

I have w orked w ith local trust com panies, trust attorneys and the Division to form ulate this 
legislation. This bill meets the needs o f  die Division to adequately regulate new and existing trust 
com panies and also for those providing fiduciary services w ithout being a burden to their overall 
business activities. I urge your support o f  this legislation.
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Overview of CSHB 157(JUD) am (22-LS0139U».a)

The language in the current Trust Company Act (the Act) dates back to 1949 and is virtually 
unchanged since. The current statute, it is not a functional act.

In the past 12 years the division has chartered only two trust companies, both of which were 
organized within the past 3 years. During this process it became apparent that the Act was 
lacking in many respects. For example, the Act includes no guidance as to who needs a charter, 
has minimal guidance with respect to permissible activities, and has no provisions for interstate 
or intrastate business expansion. In most instances the division had to improvise by using the 
processes of the Alaska banking code (AS 06.05) for guidance in the formation and organization 
of the trust companies.

In recent years, many states have rewritten their existing trust company acts. The process leading 
to this bill included receiving acts from several states and a draft of a uniform trust company act 
provided by the Conference of State Bank Supervisors. In addition, the drafts of the bill were 
reviewed by, and comments were considered from, the Alaska trust industry, attorneys in the 
trust field, and several CPAs.

Alaska’s laws, concerning trusts, have undergone many changes, enhancing the desirability of a 
trust charter in Alaska. This bill, if enacted, will be a tool that will enhance the process of 
formation, operation, supervision and regulation of the trust industry in Alaska. The bill will 
establish a new chapter (AS 06.26) and will repeal the cu-rent act (AS 06.25).

Section 1
Section 06.05.235(g)
Technical amendment to change reference from the old trust act (AS 06.25) to the new trust act 
(proposed AS 06.26).

Section 2 
Section 06.26.010
Specifies who is authorized to act as a fiduciary and defines “branch bank.”

Old law did not specify who could act as a fiduciary and did not define the term “branch bank.” 

Section 06.26.020
List persons that are exempted from chartering requirements when acting as a fiduciary.

Old law did not provide for exemptions to acting as a fiduciary.

Section 06.26.030
Authorizes a trust company that has an office or branch established under this chapter to act as a 
fiduciary in this state, another state or another country, and to conduct any activities in offices 
outside of Alaska that are not prohibited by this chapter and are permitted by the host state.



Old law did not provide for in state or interstate branching unless the trust company also had 
banking powers.

Section 06.26.040
Prohibits any person from using the words "trust" or "trust company" unless authorized to act as 
a fiduciary under this chapter and grand fathers names in use prior to the enactment of this bill.

Old law did not restrict the use the words "trust" or "trust company."

Section 06.26.050
Grants various powers to a trust company and defines a "national bank exclusively exercising 
trust powers" as a person issued a charter with trust powers only from the Office of the 
Comptroller of the Currency.

Old law was similar, but more restrictive.

Section 06.26.060
Permits one or more persons to organize a trust company.

Old law required 5 or more persons to form a trust company.

Section 06.26.070
Requires a trust company be incorporated under AS 10.06 with additional specific requirements 
and requires a minimum of 5 directors and a maximum of 25 directors.

Old law required incorporation under AS 06.05, the Alaska banking code, and limited the 
maximum number of directors to 15.

Section 06.26.080
Provides procedures to amend the trust company's articles of incorporation or bylaws.

Old law was similar.

Section 06.26.085
Prohibits a person from acting as a trust company until they have received a certificate of 
authority from the department.

Old law was similar.

Section 06.26.090
Specifies the procedures, requirements, and restrictions to apply for, and to receive, a certificate 
of authority to act as a trust company in Alaska.

Old law was similar, but provided less guidance.

Section 06.26.100
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Requires department to notify organizers of proposed trust company when application is 
accepted for filing; requires organizers to publish notice of application filing in newspaper and to 
provide proof of publication.

Old law did not impose these requirements.

Section 06.26.110
Give list of requirements that must be met prior to the department issuing a certificate of 
authority and requires the trust company to begin its operation within 6 months, or other such 
extended time.

Old law similar, but did not provide for a 6 -month expiration period if no business conducted.

Section 06.26.120
Sets minimum capital requirements.

Old law was similar, but with a smaller minimum capital requirement.

Section 06.26.130
Details how a trust company can issue convertible or nonconvertible capital notes or debentures, 
if authorized by the department, sets limits on the amount of notes and debentures, disallows 
retirement of notes and debentures in the event of insolvency, and makes them subordinate to 
certain other liabilities of the trust company.

Old law did not address this.

Section 06.26.140
Prohibits cumulative voting by shareholders unless allowed by the trust company's articles of 
incorporation.

Old law did not address this.

Section 06.26.150
Requires a trust company to maintain a home office in this state and one executive officer to 
maintain an office in the home office, designates each executive officer at the home office as 
agent for service of process, and permits a trust company to change its home office location to 
any of its existing offices in the state by filing a notice with the department.

Old law did not address this.

Section 06.26.160
Provides procedures to establish branch offices gives department authority to deny the 
application based on safety and soundness concerns.
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Old law did not address the establishment of branches unless the trust company was FDIC 
insured. The procedures for establishing a branch would have been governed by the Alaska 
banking code (AS 06.05), which are similar to this proposed section.

Section 06.26.170
Provides procedures for applying to the department to establish or acquire representative trust 
offices anywhere in the state.

Old law did not address this.

Section 06.26.180
Provides for interstate branching and details procedures, guidelines and restrictions.

Old law did not address this.

Section 06.26.190
Permits a trust company to be closed on holidays described in AS 44.12.101-025 and make 
available a notice of holiday closings to its customers, provides for other closures and addresses 
the hours of operation.

Old law did not address this.

Section 06.26.200
Subjects a private fiduciary to compliance with this chapter unless expressly exempted in writing 
by the department and restricts them from transacting business with the general public.

Oid law did not address this.

Section 06.26.210
Specifies the requirements for applying and maintaining status as a private fiduciary and allows 
department to investigate a private fiduciary as necessary to verify annual certification. Also 
requires a private fiduciary with an exemption under AS 06.26.200 to comply with home office 
provisions of AS 06.26.150.

Old law did not address this.

Section 06.26.220
Exemption of a private fiduciary cannot be transferred. Any change in control requires an 
application.

Old law did not address this.

Section 06.26.230
Provides authority for the department to revoke an exemption with limitations and restriction.

Old law did not address this.
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Section 06.26.240
Provides the process for a private fiduciary to convert to full service trust company. 

Old law did not address this.

Section 06.26.250
Authorizes the department to adopt regulations regarding permissible investments and 
appropriate investment powers of trust companies.

Old law did not address this.

Section 06.26.260
Restricts pledging of company assets with some exceptions.

Old law did not address this.

Section 06.26.370 (a) - (c)
Permits a trust company to deposit trust assets with itself and provides requirements and 
guidelines for this practice.

Old law did not address this.

Section 06.26.380
Subject to regulations adopted by the department, a trust company may invest in common 
investment funds.

Old law did not address this.

Section 06.26.390
Restricts fees between a client and the trust company to be arm's length (a) and reasonable (b). 

Old law did not address this.

Section 06.26.400
Requires a trust company to disclose conflicts of interest.

Old law did not address this.

Section 06.26.410
Requires a trust company to observe prudent standards of care applicable to trustees under AS 
13.36.225—13.36.290(Alaska Uniform Prudent Investor Act).

Old law did not address this.
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Section 06.26.450
Requires department approval for a change in control of a trust company and provides for certain 
exceptions.

Old law did not address this.

Section 06.26.460
Provides a process for applying for a change in control, and lists guidelines and restrictions.

Old law did not address this.

Section 06.26.470
Requires the department to approve or deny an application for acquisition or control no later than 
60 days after the notice of application is published. Department may set conditions in approval.

Old law did not address this.

Section 06.26.480
AS 06.26.450-480 may not be construed to prevent the department from investigating a transfer 
involving voting securities evidencing a direct or indirect interest in a trust company if the 
department considers the transfer against the public interest.

Old law did not address this.

Section 06.26.500
Sets restrictions on voting the securities of a trust company which held by the trust company in a 
fiduciary capacity.

Old law did not address this.

Section 06.26.510
Provides for a minimum of 5 and maximum of 25 directors of a trust company, requires a 
majority of directors to be residents of this state and sets qualifications and requirements for 
directors.

Old law did not address this except that the number of directors was limited between 5 and 15. 

Section 06.26.520
Requires board meetings to be held at least once every three months, the department or a director 
may call a special meeting, a majority of the board constitutes a quorum, the board shall keep 
minutes, attendance and voting records, and at least once every three months the board is 
required to review various reports of trust accounts.

Old law did not address this.

Section 06.26.530
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Requires officers be appointed annually by the board, states the president is responsible for the 
operation of the trust company, requires an officer to be responsible for maintenance of trust 
company records and a different officer be responsible for attestation of signatures.

Old law required annual appointment of officers, but did not address maintenance of records.

Section 06.26 540
Requires board approval for an officer or employee to create or dispose of an asset or liability. 

Old law did not address this.

Section 06.26.550
Authorizes a trust company to appoint a trust committee, which must meet monthly. Committee 
required to keep a record of its actions, and may elect officers to accept new accounts.

Old law did not address this.

Section 06.26.560
Lists prohibited acts of directors, officers, employees and shareholders.

Old law did not address this.

Section 06.26.570
Requires majority board approval or department approval of certain insider transactions, 
prohibits extension of credit to insiders unless terms are the same as would be offered to a non­
insider, authorizes department to adopt regulations to implement this section, and excludes a 
subsidiary of a trust company from the meaning of "affiliate".

Old law did not address this.

Section 06.26.580
Generally prohibits a trust company from investing trust assets in the stocks or obligations of the 
trust company or using trust assets to acquire property from the trust company and prohibits use 
of material inside information in connection with the purchasing or selling a trust asset.

Old law did not address this.

Section 06.26.585
Requires the trust company to establish written policies and procedures for buying and selling 
trust assets that are securities and must include the prohibition in AS 06.26.580(b).

Old law did not address this.

Section 06.26.590
Places the responsibility for proper exercise of fiduciary powers on the board.
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Old law did not address this.

Section 06.26.600
Requires segregation of trust asset records from the trust company records.

Old law did not address this.

Section 06.26.610
Requirement for confidentiality of customer information.

Old law did not address this.

Section 06.26.620
Requires the trust company to maintain various insurance policies, sets limits, requires an annual 
review of insurance coverages to determine adequacy, and requires filing evidence of all 
coverages with the department.

Old law did not address this.

Section 06.26.630
Requires for reporting of crimes.

Old law did not address this.

Section 06.26.650
Provides authority for conversions, mergers and consolidations.

Old law did not address this.

Section 06.26.660
Provides the process and guidelines for mergers and consolidations.

Old law did not address this.

Section 06.26.670
Gives dissenting shareholders of a proposed merger or consolidation rights governed by AS 
10.06.574-582 (Alaska corporations code).

Old law did not address this.

Section 06.26.680
Authorizes the department to approve applications for purchases of all, or substantially all of the 
assets of another trust company and provides for an investigation into the application.

Old law did not address this.
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Section 06.26.690
Authorizes a purchasing trust company to hold the purchase price and other money or assets 
delivered to it by the selling trust company and act as the disbursing agent.

Old law did not address this.

Section 06.26.700
Requires a purchasing trust company, in the case of a selling trust company being liquidated by a 
state or federal agency, to deliver the remaining assets to the receiver.

Old law did not address this.

Section 06.26.710
Provides for the method of payment to creditors by the purchasing trust company.

Old law did not address this.

Section 06.26.720
Authorizes the board of a trust company, with the prior approval of the department, to sell all or 
substantially all assets without shareholder approval under certain conditions and considers the 
sale of all or substantially all assets with shareholder approval as a voluntary dissolution and is 
governed by AS 06.26.730-800.

Old law did not address this.

Section 06.26.730
Gives the requirements, procedures and guidelines for department approval, for a trust company 
to voluntarily surrender its certificate of authority.

Old law did not address this.

Section 06.26.740
Gives situations where the department is authorized to revoke or suspend a trust company's 
certificate of authority.

Old law did not address this.

Section 06.26.750
Authorizes the department to take possession of the trust company's fiduciary operations and 
appoint a receiver for liquidation if the department revokes the trust company's certificate of 
authority.

Old law did not address this.

Section 06.26.760
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Vests the department with the full and exclusive power of managing and controlling a trust 
company when the department has taken possession of a trust company and includes procedures 
and guidelines.

Old law did not address this.

Section 06.26.770
Authorizes the department to reorganize a trust company by entering an order proposing a 
reorganization plan.

Old law did not address this.

Section 06.26.780
Give the requirements and guidelines for the department when liquidating a trust company.

Old law did not address this.

Section 06.26.790
Directs the department to liquidate a trust company by giving notice to various parties, the 
process for payment of claims, and notice requirements, and the procedures for wrapping up the 
business via the courts.

Old law did not address this.

Section 06.26.800
The department is authorized to appoint the FDIC as receiver of a trust company to which the 
department has taken possession if there were deposits insured by the FDIC.

Old law did not address this.

Section 06.26.810
Authorizes out of state trust companies (interstate state, interstate national, and international trust 
companies) to act as fiduciary in this state only if they maintain a trust office in this state.

Old law did not address this.

Section 06.26.820
Authorizes out of state trust companies to establish a new trust office in the state or acquire one 
that already exists.

Old law did not address this.

Section 06.26.830
Requires an out of state trust company to file a notice with the department to establish a new 
trust office or acquire an existing trust office.
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Old law did not address this.

Section 06.26.840
Sets out minimum qualifications for an out of state or international trust company to establish or 
acquire a trust office in the state including filing various items with the department.

Old law did not address this.

Section 06.26.850 (a) - (h)
Authorizes and provides a process for an out of state trust companies to establish or acquire 
representative office.

Old law did not address this.

Section 06.26.860
Permits an out of state trust company to establish or acquire additional trust offices or 
representative offices to the same extent a trust company can under AS 06.26.160.

Old law did not address this.

Section 06.26.870
Authorizes the department to examine interstate state and international trust companies and 
collect fees for the examination, require reports and assess fees.

Old law did not address this.

Section 06.26.880
Authorizes the department to take enforcement actions if an office of an out of state trust 
company is being operated in an unsafe and unsound manner, is in violation of state laws, or is 
engaged in an activity not permissible under this chapter.

Old law did not address this.

Section 06.26.890
Requires an out of state trust company to give 60 days notice for mergers, consolidations, change 
in control, transfer of all or substantially all assets, and for closing or disposition of any office in 
the state.

Old law did not address this.

Section 06.26.895
Defines international trust company, interstate national trust company, and interstate state trust 
company.

Old law did not address this.
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