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FISCAL NOTE

2 0 0 3  LEGISLATIVE SESSION Bill Version: HB 164
() Publish Date: ______

STATE OF ALASKA Fiscal Note Number:

R ev is io n ; 3 /3 1 /0 3  11 :01  AM__________________________Department: L ab o r a n d  W orkfo rce D e v e lo p m en t
Title: C la im s by S ta te -E m p lo y ed  S e am en _____________BRU: W o rk e rs ' C o m p e n sa tio n ____________
_________________________________________________________________ Component: W o rk ers ' C o m p e n sa tio n ____________
Sponsor: R u le s  C o m m ittee_______________________________  _____________________________________
R equester: H o u se  L&C_____________________________________ C om ponent Number: 344________

Expenditures/Revenues____________________________ (Thousands of Dollars)___________________
Note: Am ounts do not include inflation un less otherw ise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
P ersonal Services 55.6 74.1 74.1 74.1 74.1 74.1
Travel 3.0 4.0 4.0 4.0 4.0 4.0
Contractual 4.6 6.1 6.1 6.1 6.1 6.1
Supplies 7.8 2.8 2.8 2.8 2.8 2.8
Equipm ent
Land & Structures
G rants & Claims
M iscellaneous

TOTAL OPERATING 71.0 87.0 87.0 87.0 87.0 87.0

CAPITAL EXPENDITURES I I I

CHANGE IN REVENUES ( ) | I

FUND SOURCE (Thousands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 G F/Program  R eceipts
1037 GF/M ental Health
1157 W orkers Safety Account 71.0 87.0 87.0 87.0 87.0 87.0

TOTAL 71.0 87.0 87.0 87.0 87.0 87.0

E s tim a te  of an y  c u r re n t y e a r  (FY2003) c o s t: N one

C h eck  th is  box  (X) if fun d in g  fo r th is  bill is in c lu d ed  in th e  G o v e rn o r 's  FY 2004 b u d g e t p ro p o sa l: 
POSITIONS
Full-time 1 1 1 1 1 1
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page if necessary)

This Bill would require work-related injuries or illnesses of state employed seamen to be covered under 
the State of Alaska's Workers' Compensation Act. This coverage is currently being provided through 
federal jurisdiction under the Jones Act and Admiralty Law. In the first year, funding is only needed for nine 
months due to recruitment for the position and the time it takes for a case to reach the hearing process.

P repared  by: P au l G ro ss l, D irec to r________________________________________ Phone: 465-2790
Division: W o rk e rs ' C o m p e n sa tio n _____________________________________ Date/Time: 3/31/03 11:01 AM_______
A pproved by: G reg  O 'C laray , C o m m iss io n e r_______________________________ Date: 03/31/03________________
Agency: D e p a rtm en t o f L ab o r a n d  W orkfo rce  D ev elo p m en t__________

For distribution information, call the Governor's Legislative Office 
(Rev 1/26/2000 OM8) Page___1___o f ___ 1___



FISCAL NOTE
S T A T E  O F  A LA SK A
2003 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction): _________________
Title An Act relating to state immunity for certain

F isca l Note Number:
Bill Version:
(H ) Publish Date:

Dept. Affected: 
'B R U

1
HB 164
3/5/03

Administration
Risk Management

actions by state employed seaman.... Component R isk Management
Sponsor
Requester Component No. 71

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
O PE R A T IN G  EX PEN D IT U R ES FY  2004 FY  2005 F Y  2006 FY  2007 FY  2008 FY  2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
M iscellaneous

T O T A L  O PER A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  EX PEN D IT U R ES  |

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/Menta! Health
Other (Specify Type-Do not abbreviate)

TO T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  o f any cu rren t yea r (FY2003) cost: 0.0
C h eck  th is  box (X) i f  fund ing  fo r th is b ill is  in c luded  in the G overno r's  FY  2004 budget proposa l: 

PO SITIO NS __________________ __________________________
Full-time
Part-time
Temporary

AN A LYS IS : (Attach a separate page if necessary)
Very significant cost savings will be realized in future years as the AMHS and the few other maritime 
employees injury claims transition into the state average employee injury rate and cost.
The state funds its claim costs on a "cash flow" basis (appropriating only the amounts expected to be paid 
the next fiscal year) collected solely through interagency receipts (cost of risk allocations) assessed each 
agency.
If Risk Management (RM) was provided continuing funds for each FY (held in reserve until all outstanding 
liabilities from that period are paid - as an insurance carrier operates), then RM could immediately reduce 
premium assessments —  reflecting the cost savings anticipated.
Future year premium assessments will reflect the cost reductions actually realized by this legislation as 
premiums are developed from actual claims expenses incurred.__________________________________
Prepared by: J. Brad Thompson, Director__________________________________  Phone_________________
Division R isk Management_____________________________________________Date/Time 3/6/03 10:57 AM

Approved b y : __________________________________________________________________ Date 3/6/2003________
Agency Administration______________________________________________

(Revised 9/2001 OMO) P age 1 Of_1_



An analysis of AMHS crew claims costs compared to those provided under the Alaska Workers Comp 
Act (AWCA) for all other state employees.

The enclosed Excel workbook contains detailed breakouts of the actual incurred loss (cost to date plus 
anticipated expense) by each individual AMHS vessel for the past six fiscal years.

To objectively analyze the AMHS employee's injury experience to the state's overall employee injury 
rate, both frequency (number of claims) and severity (loss cost) are averaged and compared on a per 
100 FTE (full time equivalent) basis.

Additional analysis was performed between AMHS and the five state agencies with the highest -Yorkers' 
compensation loss experience - to provide comparison to similar physically demanding jobs.

AMHS shows a five year average loss rate of 41 claims per 100 FTE's in comparison ihe state overall 
workers' compensation injury rale of 8, with the highest five agencies showing average loss experience 
of 10 claims per 100 FTE's.

On a cost per 100 FTE's analysis; AMHS actual claims experience during the last five years shows an 
average cost of $197,065 compared to the top five state agencies averaged cost of $64,145 during the 
same period.

The most significant difference is the award for the non-economic damages, not provided under workers 
compensation remedies and that life illnesses that are alleged to manifest during a voyage are covered 
under the Jones Act.
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 ■■   2002 - ........ ' I' ' 2001........r I.....  2000 V'^-■ Claims I FTEa 4/100 FTE* »Clalino FTE* t/lOOFTEa »CI«lim FTE*'| t/IOOFTG*  .......  1999'.......I Claims FTE* |WI00rfEo ' *--f09g'~~ ' 1997 * | TOTALSFTEa |«/100FTE* "ncinlma.l iFTEa |«/100FTE5FISCAL YEAR/

IAURORAWKJ
PAnTLfcl V-l'i't1 IKEWflCOTTrtHI nol yot In sorvlco not yol In corvlco

■LtJMDIA

MATANUSKA* ■ • .•lifrkaTrtKiuwiitti JTiSTUMEHA ' ■
'“ fiT 1TOTALS

110.3

Olhor DOt'k’’-"!
1.362.01,460.0 1,269 0 1.15S.0259 1,442.0'ADMINISTRATION . ■/..PUB SAFETY. '.. ’ . - ' ‘ r(Top 5 Deplo. Only) Work Comp Claim* & FTEs (not Including . AMHS)

740.0
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Row 14______* Claims___ FTEoAHMS COMBINED (5) YEAR TOTAL 1,337 3,190.0

AHMS 5 YEAR AVERAGE 207 638.2

AHMS Frequency Roto per 100 FTE* 42
Top 5 Dept. Frequency Roto per 100 FTEs

10

AMHS Claims Frequency 
com pared to  Top 5 S tate Dept W/C Claims Frequency per 100 FTEs

|onos act lo  w-c up lo fy02.xls Pago 39 Nov/ Froquoncy Comparison Top 5



AMHS EMPLOYEE INJURY CLAIMS
Cost per 100 FTEs

f;: i f is c a CYEAR1' SJKSffBm ' .2002 I V v ;W 2 b 'o i» 3 f f iH M I i • jTSGTfy■'2080 j "  1999 " :'.' ' 1998' w * z w i e g i TOTALS I
$ Claims > FTEs S/IOQFTEs Claims i FTEs * S/IOOFTEs $ Claims "FTEs S/100FTES $ Claims t FTEs S/tOOFTEs : $ Claims FTEaJ : 5/100FTES I

can onn one Q41 fi,1 7 £324 005 61.7 5500 781 « n o  R7n 61.7 <91 1 938 t i n  7 io 62.9$14,218
510,001

61.7
2 1.1

«nu,JUU
$109,578

CUO.J't 1
95,3P

OH.#
2 1.1

«P«J 1 3|OH #
$152,017

wJAMiUUJ
$30,666 21.1

vOUU| / U 1
$115,336

9 1 JD,ll ! U
520,706 2 1.1 1 1 fC. JU

$136,017
WUUa lUU
$30,969 22.7 $136,127

StfillKENNICOTT ifi?St S173.665 112 .1 $151,920 361,527 1 12 .1 5313,021 $99,886 1 12 .1 509,101 $166,378 1 12 .1 $110,119 $0 0.0 $0
liSIXCOLUMBIAli^ 581,991 07.7 583,921 1,308 97.7 $1,109 $115,117 97.7 $118,165 $111,820 97.7 $111,152 $32,107 91.8 $33,868

578.515 62.8 5125,072 70,388 62.8 $112,083 $191,001 62.8 $301,116 $663,501 62.8 $1,056,535 $625,761 55.1 $1,135,602
K'DIMALASPINA’tOil 512,078 36.3 $35,177 2,222 36.3 $0,121 $139,958 36.3 $385,559 $21,219 36.3 $66,719 $107,033 15.1 $235,756 z m s m , }
,)WMATANU9KAH'- 5230,299 82.0 $277,803 130,812 82.9 5157,831 $133,160 82.9 $160,627 $31,019 02.9 $37,117 $52,202 112.9 $15,237 7 7 l3 5 E p 7 , l
tJ&W!H?TAKU.tll!f«l 583,591 111.7 $71,830 335,319 111.7 $300,196 $135,ese 111.7 $121,119 $60,573 111.7 $61,390 $21,137 110.3 $22,165

5201,002 65.9 $305,010 77,320 65.9 $117,329 $182,118 65.9 $732,091 $58,315 65.9 $68,190 $181,996 66.0 $275,752 ]llKi:»itl>?:lt':l
FISCAL YEAR 

TOTALS $916,227 655.2 $111,118 1,307,219 655.2 $199,519 $1,652,232 655.2 $252,172 $1,289,201 655.2 $106,765 $1,093,235 570.1 $191,762 W | |

FTEs
Rato per 100 

FTEs $197,065
$ Claims FTEs

5 YEAR 
AVERAGE $1,257,629 638.2

5 Claims FTEs

(5) YEAR TOTAL 6,280,117 3,190.9

(ones act to w-c up to 1y02.xls Pago 30 FY02 AMHS $ por 100 FTEs



ALL DEPT WORKERS1 COMPENSATION CLAIMS
SEVERITY.TPIPP.FPTS •

DEPARTMENT i o i ; : . - ............. 2t>00. ? T : ............ : i ............. , » » .  -v ' ............................... m  ' '
1W7 TOTALS.

CUlm coat r e - IflOOfTEt Claim co«1 n e i . S/IOOFTE* t/IOOFTE* CUlm.......... >j'r FTEi
____

S/IOOFTCi CUlm coat. FTE» C/iobfTCi Cl-im coil r n U ; .1/lOOREi m m

Qovunof'* OffTc* 62,750 ioo 20,016 SO 107 $0 $7,020 109 $3,710 $3,100 200 $1,550 $13,494 100 $7,255 $100,035 107 $56,703 $I20.65Q

• AdminUt/mlofi 1,710,044 1460 116,600 $1,697,177 1,404.0 5120,082 $1,141,160 1,536.0 $74,205 $1,135,226 1,334,0 $65,090 $1,320,700 1,200.0 $103,067 $1,023,040 1,1550 $157,017 $7,120,300

09,100 470 20.748 $54,710 454.0 $12,053 $42,310 453.0 59,342 $50,285 447.0 $11,249 $70,031 441.0 $10,004 $36,441 430.0 58,301 $254,694

■. ' ' ♦ « * » : '  ! 172.444 506 34,060 $70,741 474.0 $16,100 $112,713 402.0 $22,009 $91,242 4020 $10,545 $102,708 502.0 $30,360 $05,240 407.0 $10.55U $568,051

Educ«llon 124,033 451 27,635 $17,077 396J) $4,492 $131,201 510.0 $25,720 $48,005 407.0 $9,659 $61,603 491.0 $16,630 $73,373 5000 $14,501 $352,140

Mwttfi A OocU I, 
<Urv4«i* 1.001.074 2459 43,151 5621,070 2,2:00 537,105 $760,670 2.201.0 $35,460 $531,071 2.096.0 $25,356 $004,103 2,047.0 $44,107 $710,461 2,103.0 $34,212 53,750,110

Libor A Woridorca D*v 394.7)0 607 45,527 $150,374 704.0 510.604 $1D3,e07 710,0 $26,066 $82,683 6330 $13,094 $45,203 730.0 $6,150 $140,167 815.0 $10,100 $620,565

Cflmmtcc) A Eeopomfc
'OaV. •’ 14.012 503 2,04 S $60,023 451.0 $13,300 $2,034,760 3740 $544,053 569,214 4auo $10,540 $56,005 426.0 $0,377 $10,586 457.0 t t  901 $2,261,560

MlllUiy K V iW fW  
Arra.ro

134,205 250 61.8SI 535,500 223.0 3t0,003 $73,004 222.0 $32,025 $139,450 2160 $64,560 $200,246 178.0 $157,442 510,244 171.0 59,500 $544,922

Natural Raaouroa* 200.263 714 40,003 $403,120 057.0 575,057 $320,231 075.0 $48,775 $195,703 010.0 $21,510 $406,350 609.0 $01,831 $305,225 037.0 $42,100 Sl.01f.724

FUtlA (Unj 251,007 1225 20,487 $470,722 1,137.0 542.102 $500,260 1,148.3 $44,363 $362,537 1,121.0 $32,340 $253,400 1,095.0 $23,150 $660,600 099.0 566,920 $2,273,652

Pifcllc daftly' 1,6011,714 704 222,478 $723,006 727.0 $90,451 $321,749 754JO $42,672 $792,977 706.0 $103,522 $403,173 740.0 $54,045 $1,003,225 B07.0 $122,122 $3,324,131

•>•■ EnvtrofunofAil;;
Com*<Y*Uon 73.544 401 14,070 505,925 467.0 $14,117 $132,521 4600 $27,609 $61,037 401.0 $12,431 $170,513 473.0 $37,741 564,704 5000 $12,787 5502.701

' Correction* 037,100 1473 50,030 5631,000 1,300,0 $60,752 $405,731 1,366.0 $34,094 $673,703 1,302.0 $64,149 $973,000 1,350.0 $71,640 $764,90S 1,350.0 $50,134 $3,028,325

. *Tr importation 2,100.473 00,125 52.400,217 596,900 $1,437,002 $63,567 $2,040,125 506,373 $1,315,377 $56,454 $2,166,735 $107,761 $9,300,146

LogUUfhr* Atfijr* 65,473 204 22,270 540,359 3000 515,453 $6,122 274.0 $2,964 $00,577 272.0 $20,024 $110,631 350.0 $3,120 $7 2P2.0 $2 $245,COG

1 LaglaUUv* Audit -V 0 37 0 52,241 30.0 $0,225 $0 36.0 50 $0 30.0 $0 50 340 $0 $0 30.0 $0 $2,241

,;v ;r:.\.Court* . 33,532 704 4,763 $120,600 690.0 $10,340 $71,730 601.0 $10,533 $43,017 602.0 50,340 560,012 660 0 $13,206 $50,037 074.0 $0,011 5300,103

FISCAL YEAR 
TOTALS 0,117,734 15,516 $50,763 $0,080,905 14,272 $50,670 $7,792,924 14,182 $54,949 $6,622,043 14,210.0 $46,601 $6,708,572 13,705.0 $49,304 $8,220,861 OHHUUH $59,706 $37,521,365

Nolo: Worii Comp FTEs taken from CORA 

! TriuclnAkW.WKw): !

FY02 cosl Comparison AI dcpl* Pago 30



200i:.-y  2000: FiSOALYEAR> :
j/100FTEs ~ '.W C $';L"| FT E 8;i$ /lb0FrE a |^$/100FTEa WCi-. . FTEs: " . :-WC$ . .. FTEs j/IOOFTEs WCj FTEs j/IOOFTEs WCj,

î iryOther.DDT
T--- r-DHSS'i' 
;».CORRcCTIONSV

2,433.0 90,0082.189,8972.106,473
000,966988,473

ADMINISTRATION*
fglj PUB SAFETY r

m m .(Top 5 Dopta. Only) 
Work Comp Claims 

& FTEs (not 
Including AMHS)

■wmm

5,895,061 m4,466,499 *'•

fc#-1vs3H " ■ • if
W 60,102.47.342,303

SYEAR
AVERAGE

COMBINED (5) 
YEAR TOTAL

AMHS Rale per 100 
FTEs $197,065

AMHS CREW COSTS Compared to 
TOP 5 DEPARTMENTS 

WORK COMP 
CLAIM COSTS per 100 FTEs

$64,145

Jo n e s  a c t lo  w -c  u p  to fy 0 2 .x ls P a g o  4 0 F Y 0 2 C o s t  C o m p a ris o n  T o p  5  D ep t.





HOUSE COMMITTEE REPOET
) ')

(7)
Date Referred to Committee: M arch 5 ,2003 F U R T H E R  R E F E R R A L S :  Finance

Date of Committee Action: A p r i l  l \ ,

The LABOR AND COMMERCE Committee considered: HB 169

HOUSE BILL NO. 169 CHARITABLE GAMING REVENUE

"An Act increasing the amount of revenue received by the state from charitable gaming activities; and providing 
for an effective date."

Recommends it be replaced with [ ] HCS or [ ] CS for_________________________________ (________ )
For Senate Bills with new title: [ ] Technical Title [ ] New Title: HCR_______  [ ] Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral to ____________ Committee
[ ] Letter of Intent___________ Committee

List o f  
Abbrcv 
for
Dept s.:
ADM
CED
COR
CRT
EED
DEC
DFG
GOV
HSS
LEG
LAW
LWF
MVA
DNR
DPS
REV
DOT
UA

NEW  FISCAL NOTES
♦Assigned by Chief Clerk’s Office

List by Dept(s): | *FN# I Fiscal | Indet. Zero. j

PREVIOUS FISCAL NOTES
List by Dcpt(s): FN# Fiscal | Indet. | Zero

|
I

Signing with recommendations 
0

Printed Last Name
DP DNP NR AM

L X to r J X .
Q A t t o K

" /?//J//i M C A A w fo & s < /

V/) ? / A1 )n. J L ^ ':
x

1 . / C k  - A
r

X
/

//
Chair: A oM a a m X
Chair:



FISCAL NOTE
ST A T E  O F  A L A SK A  Fisca l Note Num ber: J _____
2003 L E G IS L A T IV E  SE SSIO N  Bill Version: HB169

(H ) Publish Date: 3/5/03

Revision Date/Time (Note if correction):_________________Dept. Affected;_________Revenue
Title Charitable gaming tax__________________________ BRU Revenue Operations
_____________________________________________________________ Component Tax Division________
Sponsor Rules Committee______________________________  ______________________
Requester Governor______________________________________Component No. 2476

Expenditures/Revenues____________________________ (Thousands of Dollars)_________
Note: Amounts do not include inflation unless otherwise noted below.
O PE R A T IN G  EX PEN D IT U R ES FY 2004 FY 2005 FY  2006 FY  2007 FY  2008 FY  2009
Personal Services 125.0 125.0 125.0 125.0 125.0 125.0
Travel 15.0 15.0 15.0 15.0 15.0 15.0
Contractual 22.0 12.0 12.0 12.0 12.0 12.0
Supplies 3.0 3.0 3.0 3.0 3.0 3.0
Equipment 15.0
Land & Structures
Grants & Claims
Miscellaneous

T O T A L  O PE R A T IN G 180.0 155.0 155.0 155.0 155.0 155.0

C A P IT A L  EX PEN D IT U R ES

C H A N G E  IN R E V E N U E S  ( ) 11,500.0 | 12,500.0 12,500.0 12,500.0 12,500.0 12,500.0

FUN D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 180.0 155.0 155.0 155.0 155.0 155.0
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

T O T A L 180.0 155.0 155.0 155.0 155.0 155.0

E stim a te  o f an y  c u r re n t  y e a r  (FY2003) c o s t:  0.0
Mark th is  box  (X) if fu n d in g  fo r th is  bill is in c lu d ed  in the  G o v e rn o r 's  FY 2004 b u d g e t p ro p o sa l: 

POSITIONS
Full-time 2 2 2 2 2 2
Part-time
Temporary

'JALYSIS: (Attach a separate page if necessary)
This legislation would increase the state’s charitable gaming tax rate from 3 percent of ideal net on pull-tabs to 5 
percent of ideal gross receipts for pull-tabs. This marks the first change in tax rates since 1988. This legislation the 
state tax rate on raffles, bingo and other charitable gaming.

The tax increase would take effect .July 1, 2003. The Department of Revenue estimates the increase will generate 
$12.5 million in additional state revenue for a full fiscal year, with approximately $11.5 million in Fiscal 2004 because 
the state would receive the higher revenues for 11 months in the fiscal year. (Taxes are paid one month after sales 
for distributors on pull-tab games.)

See attached page for more information on the revenue and program costs.

Prepared by: 
Division

Approved by: 
Agency

Je ff Prather and Larry Meyers Phone 465-3410
I ax Division Date/Time 3/5/03 2:10 PM

Larry Persily, Deputy Commissioner Date 3/5/2003
D epartm ent o f Revenue

(Rovisod 9/2002 OMB) P a g e  1 o f _2__



D e p a r tm e n t  o f  R e v e n u e  
C h a r i t a b le  G a m in g  T a x

F N  # 1 , H B  1 6 9 , P a g e  2  o f  2

Operating Expenditures

The Department o f Revenue is requesting general fund program receipts to cover the cost o f one 
Revenue Aud ito r II I position and an Investigator I I I position. W ith such a large increase in taxes 
due the state (an estimated $12.5 m illion per year), the department anticipates the need to 
strenuously ve rify the gross receipts that the new tax increase is based upon. A lack o f suffic ient 
s ta ff to verify , audit and enforce the state’s higher charitable gaming tax rate would exacerbate 
an already serious shortage in the state’s enforcement effort.

The incidence o f taxation under this legislation would be focused on gross receipts, an area that 
is possible for manipulation in an industry that is very cash oriented. These two new positions 
would focus on distributor-reporting practices and audits for the sale o f pull-tab games. The 
projected annual salary cost for these new positions totals $125,000.

The department is also requesting one-time Fiscal 2004 funding o f $15,000 for equipment and 
$ 10,000 for start-up contractual costs.

Comparison to other states

The National Association o f Fundraising Ticket Manufactures 2001 Annual Report on the 
Charity Gaming in North America lists 34 states that tax pull-tabs and/or bingo. Four states have 
rates equal to or greater than 5% o f gross receipts on pull-tabs, the two highest being 
Massachusetts and Oklahoma, both w ith a 10% tax on gross receipts.



Opposition to HB 169

Subject: Opposition to HB 169
Date: Thu, 27 Mar 2003 12:05:06 -0900

From: "Ricky Gease, Kenai CVB Executive Director" <Ricky.Gease@visitkenai.com>
To: <Representative_Tom_Anderson@legis.state.ak.us >, <josh_applebee@legis.state.ak.us>, 

<heather_beaty@Iegis.state.ak.us>, <julie_howard@legis.state.ak.us>

<?xml:namespace prefix = stl ns = "urn:schemas-microsoft-com:office:smarttags" 
/>March 27, 2003<?xml:namespace prefix = o ns = "urn:schemas-microsoft-com:office:office" />

Dear Honorable Member of the Alaska State Legislature:

I write to you today on behalf of the Board of Directors of the Kenai Convention and Visitors Bureau, of 
which I am executive director. The Kenai CVB is a non-profit membership organization representing the 
visitor industry in the city of Kenai and the greater Kenai area. I am writing in regards to the proposal and 
clarification response from Governor Murkowski in regards to House Bill 169 and Senate 102. The 
administration’s proposal will change the formula on taxation and the “pay-back” rate, or return to players 
in prizes. The proposed changes would 1) shift the tax system from net receipts, or real money, to “ideal 
gross”, or Monopoly money, and 2) shift the free market rate of “pay-backs” to an artificial limit not 
related to market conditions.

These proposals, in my opinion, would fundamentally cripple charitable gaming in Alaska and cause many 
non-profits to go bankrupt. Currently, the state taxes net receipts at 4% (3% quarterly and 1% annually). 
Net receipts, or total receipts minus prizes awarded to players, for pull-tabs in Alaska las', year were about 
$60 million. The state took in about $2.4 million in taxes, and spent about $700,000 to administer the 
program. Charitable gaming is an income source for the state of Alaska. For every dollar in 
administrative costs, the state gets back about $2.50.

The administration proposes to fundamentally change the tax structure of charitable gaming, from net 
receipts to a new concept called “ideal gross”, from real money to Monopoly money. Ideal gross would be 
defined as the total value of all pull-tabs sold. Last year in Alaska the value of all pull-tabs sold was $274 
million, with $214 million, or 78%, awarded in prizes. The administration proposes to tax the “ideal gross" 
at 5% and impose an artificial cap on the pay-back rate at 72%. Both proposals fail business and 
government logic 101 and must be emphatically put to rest.

For example, a person can cuy $20 in pull-tabs, and on average get back about $16 in prizes and 
“one-dollar” playback cards. The person takes the $16 in prize money and playbacks, buys $16 in 
pull-tabs and gets $13 back in prizes and playbacks, and so on. Eventually, the person runs out the initial 
$20 and in the process will go through about $100 in pull-tabs. Now, the person has only spent $20 in real 
money, the net receipts, even though they have gone through $100 in the Monopoly money of prizes and
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Opposilion to HB 169

playbacks.

The administration proposes to first tax the Monopoly money and then reduces the amount of Monopoly 
money players get to play with. Everything would be OK if charities could pay their taxes with Monopoly 
money, but the administration also puts in the stipulation that we must pay our taxes with real money.

A fundamental business 101 flaw in the proposal is the assumption that by imposing a less rewarding and 
more costly game, real people will spend more real money on an inferior game that no longer primarily 
benefits charities. A fundamental concept of business is that if you raise prices and put out an inferior 
product, sales will decrease, at least according to the capitalism business model that I hope the current 
Republican administration follows and supports while in office. The administration proposes that real 
money spending will increase about 30% from the current rate of $60 million to a projected $77 million. 
There is no indication that in war-time and a recession people’s spending habits will suddenly change and 
increase because of a new tax imposed on charitable gaming.

Another fundamental of a capitalism business model is that taxes do not change the basic expense of doing 
business. In the administration’s projection, there is the faulty assumption that real money spent on 
business expense^ as a percentage of net receipts (real money) will magically drop about 13%. If you add 
a $ 10 to each studded tire, does the cost of producing the tire drop 13%? If you add 12 cents a gallon on 
fuel tax, does the cost of producing the gas drop 13%? The administration proposes that business 
expenses for charitable gaming will magically drop from 5S% to 45%. Again, the proposal defies common 
business logic: taxes do not lower the cost of doing business. If it did, we would not be practicing free 
market economics, but red market economics.

Under the administration’s proposal, the best case scenario would likely be as follows:

People continue to spend $60 million in real money on pull-tabs.

Business expenses continue to hold at 58%, or $35 million.

The ideal gross falls from $274 million (78% payback rate) to $253 million (72% payback rate). 

The state collects $13 million in taxes (5% of the ideal gross), an increase of over 400% in taxes. 

Revenues to charities drop almost in half, from $23 million to $12 million.

The bottom line to non-profit businesses is that they will lose half their revenues from charitable gaming. 
The proposal will cripple many such businesses. There is no other revenue proposal from the
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administration that targets 50% of the profits from business. The proposals from the administration on 
charitable gaming are a fundamental assault on free market principles.

The current tax system for charitable gaming is based on reality: real money, real expenses, real net profits, 
real taxes. In our case at the Kenai Convention and Visitors Bureau, in 2002 we had about $ 140,000 net 
receipts (real money) from $645,000 pull tab sales (Monopoly money), $82,000 in real expenses, $58,000 
in real revenues and $5,600 in real taxes. If you must tweak the tax code for charitable gaming in an effort 
to raise more revenue for the state, raise the quarterly gaming tax rate on net receipts from 3% to 5%. This 
modest change in the tax rate can be absorbed by non-profit businesses. Such a change would have meant 
in 2002 that we paid an additional $2,800 in taxes to the state. Under the administration’s proposal for 
truing ideal gross, we would have had to pay $32,000 in taxes (5% of $645,000), an increase of nearly 
600%!

Alaska will not solve its fiscal gap by taxing its non-profit businesses into bankruptcy. The non-profit 
business sector is a vital and important component of the overall economic landscape of Alaska. The 
Governor is right when he states that as a family of Alaskans, we have tough decisions to make at this 
time. However, the decision concerning House 3ill 169 and Senate Bill 102 is a no-brainer: gut these bills 
before they gut Alaska’s charities.

Sincerely,

Ricky Gease

Executive Director, Kenai CVB

Alaska 2003: A Celebration of Wildlife Art 
May 1 - September 6, 2003 
Kenai Visitors and Cultural Center 
Kenai Alaska 99611 
907- 283 -1991
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O F F E R E D  IN T H E  S E N A T E  B Y
L A B O R  A N D  C O M M E R C E  C O M M I T T E E

TO: S B  102

1 Page 1, line 2 ;
2  F o llow in g  "ac tiv itie s":
3 Insert "a n d  estab lish ing  a p u ll- ta b  series p r iz e  lim it"

4

5 Page 2, fo llow in g  line  13:
6 Insert a  new  b i l l  section to read:
7  "* Sec, 5. A S  0 5 .1 5 .187  is amended by adding a new  subsection to read:
8 (j) The idea l net o f  a pu ll-tab series so ld  in the state m ay no t be less than

9 28  percent o f  idea l g ross."
10
11 Renum ber the fo llow in g  b i l l sections accordingly.
12
13 Page 2 , line  2 4 :
14 D e le te  "sec. 9 "
15 Insert "sec. 11"
16
17 Page 2, line  2 7 :
18 D e le te  "secs. 1 - 6"
19 In se rt "secs. 1 - 7 "
20
21 Page 2 , fo llow in g  line 27 :
2 2  Insert a  new  b i ll section to read:
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"*  Sec. 9 . The uncod ified  law  o f  the State o f  A laska is amended by adding a new 
section to read :

U N S O L D  P U L L -T A B  ST O C K . Notw ithstanding con tra ry  p rov isions o f  
AS 0 5 .1 5 .1 8 7 0 ,  enacted by sec. 5 o f  this Act, a charitab le gam ing perm ittee, vendor, o r 
operator m ay  se ll pu ll-tabs from  a series that o ffe rs  tota l p rizes in  excess o f  7 2  percent o f  
ideal gross on o r a fte r J u ly  1, 2 0 0 3 , and until September 3 0 ,2 0 0 3 ,  i f  the pu ll-tabs were in 
the state be fo re  Ju ly  1, 2 0 0 3 ."

Renum ber the fo llow in g  b i l l sections accordingly.

Page 2 , lin e  2 8 :
D e le te  "sec. 9" 
insert "sec. 11"

D e le te  "sec. 7"
In se rt "sec. 8"

Page 2, line 30 :
D e le te  "sec. 8"
In se rt "sec. 10"



Vote no on HB169

Subject: Vote no on HB169
Date: Sat, 29 Mar 2003 13:03:37 -0500 

From: "Douglas James McBride" <dmcbride@nyc.rr.com> 
To: <representative_tom_anderson@legis.state.ak.us>

Dear Representative:

Please do not vote for HB169. It is wrong and will harm Charities. The 28% Minimum Ideal Net Requirement will 
devastate Charities. Players will stop playing in droves. Overall revenue will plummet. Please do not vote for 
HB169.

Just ask yourself this question. When can any revenue raising enterprise (profit or non-profit) raise prices and not 
have revenues drop. The 28% Ideal Net Minimum is a price increase on the players. Charities must be able to 
adjust the Ideal Net as the market requires. You cannot dictate prices. Players will simply spend their entertainment 
dollars elsewhere if you raise prices on them.

Please Vote NO on HB169.

Doug McBride

3/29/2003 12:05 PM
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Na t io n a l associat ion of fundrais ing T icket Manufacturers

246 Iris Park Place 
1885 University Avenue West 
St. Paul, Minnesota 55104

Phone: 651.644.4710 Fax 651.644.5904 
www.naftm.org

March 24, 2003

Joe Koss 
Revenue Auditor
Alaska Department of Revenue By E-mail and U.S Mail
Tax Division, Gaming Unit 
P.O. Box 110420 
Juneau, AK 99811-0420

Dear Mr. Koss:

I am writing in response to your inquiry regarding prize limitations and pay-out 
restrictions on pull-tab games in the United States. I w ill try to respond to your questions 
as you have asked them.

Most states that regulate charity gaming have limitations on prizes. The vast 
majority of states lim it the prize that may be awarded on individual tickets. In the last five 
years or so, that amount has slightly increased so that the average prize lim it is now about 
$500. The states with limits of $500 are: Alaska, Illinois, Louisiana, New Jersey, New York, 
North Dakota, Pennsylvania, Virginia and Washington. Kentucky and Minnesota permit 
prizes of $599. Two states lim it winners to $1000. They are West Virginia and Nebraska. 
Texas has a $750 lim it and California and Mississippi have limits of $250. Indiana has a 
lim it of $300 (but there is legislation that would increase that amount to $599).

Only a few states impose cumulative prize limits in addition to the individual ticket 
prize limits. In addition to Alaska, Indiana has a lim it of $2000 per game (but legislation 
would increase that to $4000). New York has a per game lim it of $3000 and Illinois a daily 
lim it o f $5000.

Many states have minimum prize pay-out requirements. Kansas, Missouri, 
Oklahoma, and Washington permit only games that pay-out a minimum of 60%. Nebraska, 
New Jersey, Pennsylvania, and Texas permit 65% and New Hampshire 45%. I v/as not 
aware of any state that imposed a maximum prize pay-out, but recently discovered that 
Nebraska has a maximum prize pay-out of 80%.

In my experience in dealing with charity gaming around the country, I have learned 
that states do not impose maximum pay-out limits for a couple of reasons. First, there is a 
general understanding that pay-out limits depress receipts and hence, the taxes that states 
hope to collect o ff o f the activity. Minnesota, for example, has the highest gross receipts 
for pull-tabs in the country, about $1.3 billion. The average prize pay-out here is also the 
highest at about 82.2%. The state collects $55 million in taxes at a rate of 1.7% on pull-tab

http://www.naftm.org


gross receipts as well as a "combined receipts tax" on a graduated scale on receipts over 
$500,000. However, when the combined receipts tax was implemented in 1989, the 
growth of pull-tab sales stopped and charities found that the ir net receipts were reduced 
dramatically due to the need to reduce prize pay-outs to compensate for the tax. For 
example, one charity I am familiar with reduced its prize pay-out from 86% to 80% to 
compensate fo r the combined receipts tax. Monthly deposits (adjusted gross receipts) 
decreased by slightly more than 50%! This occurred, when in theory, the lesser amount of 
prizes should have increased the adjusted gross receipts. The opposite affect occurred 
because the level of play decreased.

States also do not lim it pay-out because it stifles the ability of the charity operator 
to be flexible in the games that are played. While an operator may not be able to play all 
games with pay-outs of 80% or more, the operator needs to have a few of those games in 
play to keep the players interested. In other words, maximum pay-outs suppress play, 
reduce gross receipts and negatively affect the profits that are available for charity.

An example of this might be North Dakota. Like Alaska, North Dakota allows pull- 
tabs to be sold in bars and has no significant gaming competition (although a lottery was 
just approved by the voters at the last election). In 1993 the excise tax on pull-tabs was 
2% of the gross receipts. During the 1993 legislative session, that tax was increased to 
4.5% of gross receipts. The tax went into effect later that year. In 1994, gross receipts 
from pull-tabs were $202,612,503. The average prize pay-out was 80% and the taxes 
collected were $12,945,936 (this was total taxes on all charity gaming, not just pull-tabs, 
but pull-tabs constituted the greater portion of the receipts).

Each successive year saw gross receipts decrease, pay-out percentages decrease 
and tax collections decrease. By 1998, gross receipts for pull-tabs were $176,480 and tax 
collections were reduced to $10,817, 764. In 2001, gross receipts were even lower at 
$160,634,211. Taxes, on the other hand, increased somewhat to $12,359,653 (less than 
the 1994 level, but more than the previous few years). The Attorney General’s Office 
suggests that the increased tax amount is probably due to the fact that the smaller 
charities have had to go out of business, leaving only the larger charities in operation, 
which pay a tax at the higher percentage.

Oklahoma is another example of how excessive taxation has lim ited pull-tab sales. 
Since the legalization of pull-tabs, Oklahoma has imposed a tax of 10% on the gross receipts 
of each game. Gross receipts for pull-tabs in 2001 were $4,594,693, despite nearly $100 
million dollars in bingo activity. Pull-tabs are not played in Oklahoma because the charity 
operators cannot afford the tax. The prize pay-out has to be so low, that no players are 
interested in playing the games. Hence, the charities do not make money.

Our annual report lists the tax rates for various states. Besides Oklahoma, 
Massachusetts has a 10% tax, but Massachusetts limits the sales of pull-tabs and specifies by 
contract what the game specifications must be. Illinois has a 5% tax on the gross receipts 
of pull-tabs, but that tax has spawned a staggering amount of "ra ffle " games. In other 
words, due to a loophole in the law, charities are playing "ra ffles" (which are not subject 
to the tax and are essentially unregulated) in lieu o f pull-tabs largely to avoid payment of 
the tax. Washington has a 5% tax on the commercial pull-tab activity (bars sell the tickets 
for profit as a commercial stimulant), but only a tax of 10% of the net for the same charity 
activity. I mention this because I know that you are looking at the NAFTM report for 
information, and I want to make sure that to the extent possible, you can compare apples 
to apples.

I know that the legislature is considering increasing the tax on pull-tabs to 5% of the 
gross receipts. I also know that there is some discussion about capping prize pay-outs at



72% to compensate for the increased tax. I hope that the above information will help you 
better assess the possible consequences of such action. It is d ifficu lt to give you definitive 
comparisons because no other state has imposed a prize pay-out cap so much lower than 
the norm. Although our report indicates overall prizes at 73%, it is important to remember 
that such a figure encompasses all charity gaming (bingo, raffles, charity game nights and 
pull-tabs), some of which have, on the average, lower average prize pay-outs than pull- 
tabs.

I would be happy to provide additional information to you in the future. Please feel 
free to contact me again.

Very tru ly yours,

Mary B. Magnuson
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Subject: H. B. 169
Date: Mon, 31 Mar 2003 11:11:40 EST 

From: Rogerfranke@aol.com
To: Josh_Applebee @legis.state.ak.us

Josh,

I am attaching, I hope, a letter that was sent, by NAFTM's Counsel in response to a request frr information from the 
Department of Revenue. Our counsel is unavailable this evening, my time; so I will be calling 888/263-1555 at 
approximately 6:30 P. M. to participate. The contents of the letter contain the information NAFTM feels addresses 
the issue in the proposed legislation. Clearly, we see this proposal as an effort that has been tried in other states 
with no positive and mostly negative results.

Now, if my computer skills are adequate, I will attach the letter and forward it to you. Please acknowledge the receipt 
of both this message and the letter. If my computer skills are inadequate, send me your fax number and i will fax the 
letter to you.

Roger Franke, President 
NAFTM

Name: Alaska-iettertoKoss.doc 
Type: WINWORD File (application/msworcl) 

Encoding: base64 
Download Status: Not downloaded with message

oil 3/31/2003 7:22 A M
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March 29, 2003

Dear Committee Member 
1 nm opposed to HB 169.
The concept of charitable gaming was to allow charities and non-profits to bave access to a source 
of funds not available to tbe state and to use those funds to provide services that the state cannot 
and will not provide.

Our non-profit put all of it’s proceeds back into our community, which is a substantial 
amount. We help tbe needy, the sick, we support educational pursuits for our kids and generally 
enhance our community, and it's all-volunteer.
The 5% Gross Receipts Tax will take from the Charities 37% of all money raised by Charities and 
used to help those in need ($11,500,00 of all the Charities 530,800,000) (using 2001 data, which is 
the most recent year available)

»
If HB 169 is passed we will loose these funds. We won't be able to buy as many new winter coats 
for needy children, we won't be able to buy medication for the sick person whose Medicaid hasn't 
kicked in, aid in eye care, help with rent for the medically ill or injured, who cant work because 
the arc rehabilitating, help the Boy Scouts, the Youth Orchestra, AASG, the High School Auto 
Shop, and on and on. Any legislation that promotes taking money from charities is ludicrous.

I am also opposed to the Governors "clarification" as it does nothing to improve the situation, less 
payout to player's means less people playing.
Please carefiilly research Alaska’s gaming issues and do not let this legislation pass.

Debra Hall 
Lions Club 
Kodiak, AK 
9074862550 
d.m.hall@att.net

mailto:d.m.hall@att.net
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To:
Governor Frank Murkowsld

Senator Con Bunde 
Senator John Cowdery 
Senator Betty e Davia 
Senator Fred Dyaon 
Senator Johnny Ellis 
Senator Kim Elton 
Senator Hollis French 
Senator Lyda Green 
Senator Gretahen Guess 
Senator Lyman Hofftnan 
Senator Georgiamu Lincoln 
Senator Scott Ogan 
Senator Donny Olson 
Senator Ralph Seeking 
Senator Ban Stevens 
Senator Gary Stevens 
Senator Robin Taylor 
Senator Gene Therrisult 
Senator Thomas Wagoner 
Senator Gary Wlllcen

Mr, Larry Meyers (Gaming Unit) 
Mr. Jeff Prather (Gaining Unit)

Representative Torn Anderson 
Representative Ethan Berkowitz 
Representative Mike Chenaulr 
Representative Sharon Cissna 
Representative John Coghill 
Representative Harry Crawford 
Representative Eric Croft 
Representative Nancy Dahls trom 
Representative Hugh "Bud” Fate 
Representative Richard Foster 
Representative Les Gara 
Representative Carl Gatto 
Represcntntive Max Giuentorg 
Representative David Guttenberg 
Represcntntive John Harris 
Representative Mike Hawker 
Representative Cheiyll Heinze 
Representative Jim Holm 
Representative Reggie Joule 
Representative Mary Kapaner

Representative Beth Kerttula 
Representative Vic Kobring 
Representative Albeit Kookesh 
Representative Pete Kott 
Reprosentative Bob Lynn 
Representative Beverly Masek 
Representative Lesil McGuire 
Representative Kevin Meyer 
Representative Carl Morgan 
Representative Carl Moses 
Representative Norman Rokeberg 
Representative Ralph Samuels 
Representative Paul Seaton 
Representative Bill Stoltze 
Representative Bruco Weybrauch 
Reprosentative Jim Whitaker 
Representative Bill Williams 
Representative Peggy Wilson 
Representative Kelly Wolf

From: Pete Svemdgard
International Gamco, Inc.

Dote: March 25, 2003

Rc: Voice our Strong Opposition to the 28% Minimum Idcnl Net Requirement and the 5% Gross Proceed Tax
in SB 102 and HB 169

I represent Internationa] Gamco, Inc and GnmeTec, two of the licensed pulltab suppliers to Alaskan pulltab 
distributors. Our experience aa a national manufacturer and supplier of pulltab tickets gives us knowledge about 
pulltabo and pulltab markets that allows us to render an expert opinion on the provisions of SB102 and HB169.

Wc believe that the 28% Minimum Ideal Net requirement and the 5% Gross Proceeds Tax will causa a significant 
reduction in the amount o f money thHt Alaskan charities will be able to raise. We also believe thxt the proposed tax 
will not result in a significant Increase in tax revenue to the State of Alaska. In fact, we believe that the the 28% 
ideal net requirement will drive players Hway frompulltabs in such volume that fewer tax dollars will be collected 
even with the new taxation rate.

The strongest markets in today's charitable gaming industry are those that allow for a high percentage of the 
proceeds (78%+) to be paid back to the player by way of prizes,

Additionally, experience teaches us that gross proceed taxes, such as the proposed 5% Gross Proceeds Tax, cannot 
be "added on" to the price o f pulltsbs like other soles taxes. Instead the 5% Gross Proceeds Tax must be "paid" by 
reducing the charities' net proceeds. As discussed above, increasing the Ideal Net (making the pulltab player pay 
the price increase) cannot be relied upon to absorb tbe price increase because player participation will decease as tbe 
cost to play pulltabi increases. Accordingly, the Charities will pay a significant portion of the 5% Gross Proceeds 
Tax out of the Charities' Net Proceeds.
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Pull tabs like all entertainment products arc subject to a market economy. If tbs Charities are free to ret the Ideal Net 
ns market condition* dictate, tbe Charities will increase or decrease the Ideal Net to maximize return to tbe Charities. 
In our opinion, tbe way to maximize the Charities return is to let the market dictate Ideal Net and leave the Charities 
the option to raine or lower Ideal Net as market conditions require.

Reapectfully Yours,

Pete Svendgard 
Director of Marketing 
International Gamco, Inc. 
GameTec
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231 South Binkley • Soldotna, Alaska 99669 • (907) 262-4792 • Fax (907) 262-5770

A l a s k a  F i r e  C h i e f ' s  A s s o c i a t i o n

TESTIMONY ON HB 169

My name is Lsn Malmquist, and I am the Secretary/Treasurer for the Ajaska Fire Chiefs 
Association. The Alaska Fire Chiefs Association (AFCA) has a gaming permit in Kenai, 
Alaska at the Diamond Rose. When we applied for our permit, we listed the following 
activities to be funded from our charitable gaming activities: to provide funding for the 
Alaska Fire Standards Council; to provide educational assistance to any department 
unable to attend training due to lack of funds; to educate the Chief Officers in the fire 
service in Alaska; and to provide public education on fire concerns to the citizens of 
Alaska.

None of the activities listed above are funded by the federal, state or local government. 
The sam e rationale can be used by all of the charities that receive funding from gaming 
activities in Alaska. Each of these charities provides vital funding for programs that 
cannot be funded in any other manner. Loss of funding, at any level, will severely 
impact the ability of all charities in delivering these programs.

HB 169, and the companion bill in the Senate, WILL impact the funds generated by the 
charities. If you decide to raise the percentage of state tax on the sale of games from 
the current 3% of net to 5% of gross, this will mean a substantial cut in the profits that 
could be received by the charity. If you decide to mandate that all pull tab games must 
not exceed a payout of 72%, then most players will either curtain their gaming activity 
substantially due to lessening the chance of winning -  or some will not game at all. This 
too will reduce the profits to the charities. Other impacts of the proposed legislation 
include the loss of distributors of pull-tab games, the closing of many parlors due to loss 
of customers, and the loss of permits as many operators and charities will not be able to 
meet the mandated percentages outlined in gaming regulations.

Gaming regulations were completely overhauled last year, and new regulations went 
into effect January 1, 2003. This was the direct result of many meetings where the state 
and the impacted parties worked out difficulties. The process was beneficial to all 
parties. HB 169 is coming out of the blue, and no attempt has been made to let the 
impacted parties have input. The bill as currently written will have negative impacts on 
all of the charities that use gaming funds to provide programs not being offered 
anywhere else.

If you have any questions regarding this testimony, I can be contacted at (907)262- 
7375. Thank you for. allowina me the opportunity to discuss my concerns with you.

Len A. Malmquist
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A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into the record ray testimony to the House Labor & Commerce 
committee name

Committee On HB 169 Charitable Gaming Revenue, dated
bill#/subject ’

March 3 1 ,2 0 0 3  
public hearing date
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Please enter into the record my testimony to the House Labor & Commerce
committee nainc

Committee on HB 169 Charitable Gaming Revenue, dated March 31, 2003
bill#/subject public hearing date"

5<2TEr T E T $ r /M O * J i^

Signed: J ^ j  / j . M alaa&U[ S7—
Testifier

A-lA & M  f i ' f l F '  Ci4t&f=z> 4 s

& 3f €> rtZtoUL&*\ &T-. S&tLbOTfiJrt . A-kL 9
Address ZD 1

a ^ a - ~ r 5 7 g . ___________________________________________

R ep resen tin g  (optional)

P hone  n u m b er



To: Alaska Legislators

Fr: Whaler Casino Supply 

Re: HB169, SB102 

Gentleman,

On behalf of Distributors for chariatable gaming in the state of Alaska, I strongly am opposed 
to HB169 and SB102. If passed in their current form I will most likely be out of business 
immediately. Please remove thses bills, or revise to accommodate the distributors.

Thank you,

Jim Peot
General Manager 
Whaler Casino Supply

« If SB102 is passed Distributors will be collecting and 
paying to the state 6.5 times what is currently being 
collected (That's right, a 650% increase!!!!).

• Currently, the gaming tax is 21.7% of our gross tab 
sales. With this new bill, we will be collecting and 
paying 65% of our gross sales to the state.

• This really results in Distributorships requiring an 
increase from $20,000/$30,000 per month in a float to 
$130,000 to $195,000 per month (Total tax collected 
and paid to the state monthly). We view this proposal 
as totally unpractical.



Current Gross Pull Tab Revenue Distribution
WCS as a % of Gross Sales

28.95% Gross-i X  21.74% Tax

4.70% Freight ^ ------ 44.60% Cost
of Games



Current Operator Revenue Distribution



03/13/03
Labor and Commerce Committee

Members o f the Committee,

The proposed tax in HB 169/SB 102 if adopted in its current form will force the self­
directed gaming operations o f the organizations I represent before you today into 
bankruptcy.

Bellow is or our c u rren t s ituation  for each pull-tab we sell:

$1.00 = one pull tab
$ .80 = our prize paid out (the winning pull tabs)
$ .20 = our adjusted gross income

Revenue taken from that $.20 (our adjusted gross income)

30.5%
25%
18.5 %
13%
10%
3%

$ .061 
$ .05 
$ .037 
$ .026 
$ .02 
$ .006

= charitable proceeds*
= our sales tax liability to the local municipality 
= our payroll cost (2 positions full time, 2 positions % time) 
= our cost for that single pull tab 
= our fixed costs rent utilities permit fees etc.
= our current 3% State ideal net tax

= 100% = $ .20 = our total adjusted gross income

*Note: Current state law requires that at least 30 % o f  the adjusted gross income be used 
for charitable proceeds and no more than 70% o f the adjusted gross income be used for 
gaming expenses.

Bellow is our situation  if  HB169/SB102 are  passed 

$1.00 = one pull tab
$ .80 = oui prize paid out (the winning pull tabs)
$ .20 = our adjusted gross income

Revenue taken from that $.20 (our adjusted gross income)

= charitable proceeds*
= Proposed 5%  gross Tax (fee) u n d e r HB169/SB102
= our sales tax liability to the local municipality 
= our payroll cost (2 positions full time, 2 positions % time) 
= our cost for that single pull tab 

our fixed costs rent utilities permit fees etc.
= our total adjusted gross income

8.5% = $ .017
25% = $ .05
25% = $ .05
18.5 % = $ .037
13% = $ .026
10% = $ .02

= 100% = $ .20

*This scenario will p u t us ou t o f  com pliance w ith  sta te  law



Y o u  m a y  ask yourselves several questions;

Q: Why don’t you pass the sales tax along to the customer?
A: This was tried with disastrous results, as the pace and o f gaming was 

frustrated and as a result gross revenues dropped 60% and we had no 
choice but to absorb the tax. Imagine if you will every time someone 
exchanges a playback the oil that runs all gaming (the small winning tickets $ 1, $2, $5, 
$10 winners) they had to reach for small change in their pocket or receive change.
These transactions take place in seconds. This logistical senero of passing along a tax to 
the consumer is frankly impossible.
Believe me if we could pass the sales tax along we would have been doing so since its 
inception.

Q: Are your expenses higher than other types of business?
A: No in fact I challenge you to find another business in the State that that returns

30.5% profit while absorbing a 28% tax burden. (25% sales tax 3% state ideal net tax)

Q: How can we create an equitable tax structure on gaming State wide, while making sure 
we have proper regulation and no profiteering? Thus insuring the permit holders receive 
the maximum possible return.

A: 1. Outlaw local sales taxation on charitable gaming. (*Tliis plan  will only wo rk  w ith the 
passage o f legislation th a t w ould outlaw  local taxation*)
2. Increase the current 3% ideal net tax to 20% on pull-tabs.
3. Create an ideal net tax on bingo paper
3. Split that revenue generated with the local municipalities 50%/50%
4. Use 1% of the additional revenue the state will be receiving to step up enforcement o f 
gaming regulations. Deposit the rest not split with the local municipalities in the general 
fund.
5. License all management (not just operators) involved in gaming and revoke those 
licenses if  the permits they manage do not return the state mandated minimums.
6. Increase the mandated minimums on operators to prevent profiteering.
7. Make the distributors confidentially reveal their net yearly profit to the State and tax 
any percentage profit exceeding40%.
8. Prevent “ghost charities” those charities that only exist on paper from being allowed 
gamming permits by strengthening the requirements for qualification.

I would like to extend a detailed inspection o f our books to you or your staff. Please also 
feel free to talk with the current regulators, members o f our community, or anyone else 
you may think has input regarding our past performance and ethics in the endeavor o f 
charitable gaming. HB 169/SB 102 in their current form will without question bankrupt the 
gamming operations of the organizations I represent. This will force them out on the



streets or to the public trough to make up for that lost revenue. I am certain this is not the 
Governor’s intention with this proposed legislation.

Sincerely,

David. D. Sanden
Primary Member in Charge o f Gaming 
Juneau Montessori Center 
Southeast Alaska Friends O f the Montessori 
Juneau Dance Unlimited
I can be reached @ 364-2890 790-2198 or paged @ 463-7654 
750 St. Ann’s Ave 
Douglas, AK 99824



03/25/03 
Office o f  the Governor 
Department o f  Revenue 
Administrative S taff regarding SB 102

S u s t a in a b le  G a m in g  T a x

I  p r o p o s e  that the  current “ 3 %  id e a l net tax”  o n  p u l l  tabs currently  
in  p la c e  a n d  c o lle t e d  b y  th e  d istr ibutors b e  in c r e a s ed  to 2 0 % .  I n  
a d d it io n  the state create a  “ b in g o  p a p e r  tax”  at a  rate o f  5 -to  1 0 %  o f  
the  m e a n  state w id e  a d ju s te d  gross in c o m e  av erage  p er  b in g o  sheet 
s o ld . T h e s e  c o lle c t e d  taxes w il l  t h e n  b e  s p lit  w ith  the  lo c a l 
m u n ic ip a l it ie s  state w id e  b a s e d  o n  w here the  rev e nue s  w ere 
g e n er a te d  o n  a  5 0 %  / 5 0 %  b a s is .

The state consults with the local municipalities and outlaws any local taxation on 
gaming including sales tax currently in place or in the future. In return the state agrees 
to fairly distribute its collected tax on gaming. (This is critical to ensure a stable 
platform o f taxation and collection statewide)

* I am certain that the Legislators and the Governor are resistant to tell the local 
municipalities how they can tax. However, I am certain that the municipalities 
will see the benefits o f  a stable gaming tax platform and insured collection.
I recently met with Juneau’s Finance Department, Law Department, and Sales 
Tax Office. They we re receptive and willing to consider the merits o f a statewide 
tax and a stable sustainable tax system. Only Juneau and a few other 
communities currently force gaming interests to absorb a sales tax.

This new concept will rightfully include all o f the local municipalities and rural 
communities not currently in the gamine revenue stream a stake and proportion of the 
receipts while creating a more stable platform for the communities that currently tax 
gaming.

* I am certain this sustainable revenue source will be welcomed in these critical 
times.

The State amends the statutes to require revenue and tax reporting based on municipal 
and regional boundaries (This encourages local permit holders to derive their 
proceeds locally, and prevents complete extraction o f proceeds raised in one 
community and spent in another).

Increase the mandated minimums (as is put forth in SB 102) imposed on “Operators”. 
This will prevent profiteering and help insure Charitable Gaming remains 
“Charitable”. Currently “Self Directed” and “MBP” managers are held directly 
responsible to the organizations they represent. However, in the redm o f “Operators” 
if the permit holders do not tow the line they can be simply replaced by the 
“Operator” with another permit older.



The State should also license all management involved in gaming and create strict 
standards o f financial performance and accountability. This would provide a valuable 
tool to the regulators. Currently and historically poor management has gotten one 
permit holder into trouble and simply walked down the street to work for another and 
the cycle continues. This could be avoided with licensing.

The State must regain control o f who is allowed to participate in “Charitable 
Gaming”. The current regulations are much too lax and have lead to countless 
“ghost charities” that simply exist on paper to benefit their respective members with 
little or no greater community purpose. I would suggest that the state outlaw the use 
of gaming proceeds for salaries and dual use equipment that can be used for personal 
gain.

I understand the State’s desire to increase taxation on gaming. However,
SB 102 is o ff  on the wrong foot with its “ ideal gross” concept as well as the 
amendment to cap the paid out percentage at 72%. The “ ideal gross” 
concept will limit and hinder future tax adjustments and is a distortion o f  the 
actual revenues received through the process o f  gaming. The “72% paid out 
concept” will distort the marketplace and drastically retard gross sales.

Gaming should and can be taxed in a sustainable fashion that demands 
accountability. I am certain that many in this industry will claim  the “sky is 
falling”; however, I am certain there is both purpose and reason for taxation.
I would ask you give my ideas serious consideration. I would be more than 
pleased to help with the nuts and bolts o f  getting an amended bill in front o f  
the Labor and Commerce Committee. The logic, as well as the pro’s and 
con’s o f  the ideas I put forth are w ith a calm sense o f  experience in this 
industry over many years. I am certain this is an excellent opportunity for 
the State to strengthen accountability as well as derive revenue from this 
industry.

I look forward to continued communication and commitment to improve the 
process o f  Charitable Gaming statewide.

Sincerely,

David Sanden
Primary .Member In Charge o f  Gaming 
Juneau M ontessori Center 
Southeast Alaska Friends o f  the M ontessori 
Juneau Dance Unlimited
I can be reached @ 364-2890; 790-2198; or pager 463-7654





FISCAL NOTE

Revision Date/Tim e (Note if correction):__________________________ Dept. Affected: Community & Economic Development
Title Individual Deferred Annuities____________________BRU  Insurance (116)___________________
 ________________________________________________________ Component Insurance_________________________
Sponsor Representative Coghill_________________________ ______________________________________________
Requester House Labor & Commerce______________________Component No. 354

Expenditures/Revenues____________________________(Thousands of Dollars)__________________

STATE OF ALASKA F isca l Note Num ber: _________________
2002 LEG ISLAT IVE SESSION Bill Version: S S H B 184_________

() Publish Date: _________________

Note: Amounts do not include inflation unless otherwise noted below.
O PER A T IN G  EX PEN D IT U R ES FY  2003 FY  2004 FY  2005 FY  2006 FY  2007 F Y  2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
M iscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

T O T A L  O PERA T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  EX PEN D ITU R ES

C H A N G E  IN R EV EN U ES  ( )

FUND  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-Do not abbreviate)

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  o f any cu rren t year (FY2002) cost: 0.0
C h eck  th is  box  (X) if fund ing  fo r th is  b ill is  in c luded  in the G overno r's  FY  2003 budget p roposa l: [ 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

Any cost to enforce the provision on insurers would be absorbed within existing division resources.

Prepared by: 
Division

Approved by: 
Agency

Linda S. Hall. Director Phone 269-7900
Division of Insurance Date/Time 4/1/03 5:18 PM

Edgar Blatchford, Commissioner Date 4/1/2003
Department of Community & Economic Development

(Ravisod 012001 OMB) Page 1 of_1__



FISCAL NOTE
STATE OF ALASKA
2003 LEG ISLAT IVE SESSION

Revision Date/Tirne (Note if correction):_____________
Title "An Act relating to individual deferred
annuities;. . . "  ______________

Dept. Affected:
'B R U

Fiscal Note Number:

Bill Version:

() Publish Date:

HB 184

Law
Civil Division

Component Fair Business Practices
Sponsor
Requester

Representative Coghill
House Labor and Commerce Committee

Expenditures/Revenues

Component No. 

(Thousands o f  Do llars)

2206

Note: Amounts do not include inflation unless otherwise noted below.
O PER A T IN G  EXPEN D ITU R ES FY 2004 FY  2005 FY  2006 FY  2007 FY  2008 FY  2009

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
M iscellaneous

T O T A L  O PERA T IN G 0.0 0.0 0.0 0.0 0.0 0.0
C A P IT A L  EX PEN D ITU R ES  i I I

IC H A N G E  IN R EV EN U ES  ( ) ! I : i |

FUND 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-Do not abbreviate)

TO T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rren t year (FY2003) cost: 0.0
C heck  th is box (X) if fund inq fo r th is  b ill is  in c luded  in the Governo r's  FY  2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

A N A LYS IS : (Attach a separate paqe if necessary)
This bill changes the interest rate used in determining the minimum nonforfeiture amount for certain deferred annuities 
from three percent to one and a half percent.

Passage of this legislation will have no fiscal impact on the Department of Law.

Prepared by: 
Division

Approved by: 
Agency

Joan M. Kasson
Attorney General's Office

Phone (907) 465-5370 
Date/Time 3/28/03 2:45 PM

Joan M, Kasson for Gregg D. Renkes, Attorney General

Department of Law________________________________

Date 3/28/2003

(Rovlsod 0/2002 OMB) Page 1 of 1



23-LS0753\H.l
Ford

4/1/03

OHFERED IN THE HOUSE BY REPRESENTATIVE COGHDLL

TO: SSHB 184

1 Page 2, line 13:
2 Delete "an additional period"
3 Insert "additional periods"

A M E N D M E N T

L -1 -



23-LS0753\H.2
Ford

4/1/03

OFFERED IN THE HOUSE BY REPRESENTATIVE COGHILL

TO: SSHB 184

1 Page 2, following line 29:
2 Insert a new bill section to read:
3 "* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to
4 read:
5 TRANSITION PERIOD FOR ANNUITY CONTRACTS; APPLICABILITY OF
6 ACT. During the period that begins on the effective date of this Act and ends on the day
7 before the date that is two years after the effective date of this Act, this Act applies to an
8 annuity contract when the contract form for that annuity is approved by the director of the
9 division of insurance. For an annuity contract not otherwise affected by this section, this Act

10 applies to annuity contracts beginning on the date that is two years after the effective date of
11 this Act."
12
13 Renumber the following bill section accordingly.

A M E N D M E N T

L - 1 -



L E G A L  S E R V I C E S

(907 ) 465-3867  or 46 5 -2 450
F A X  (9 0 7 ) 465-2029
Mail S to p  3101

DIVISION O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A S ta te  Capitol
Ju n e a u , A laska 99 801 -11 82

D eliveries to: 129 6th S t., R m . 329

M E M O R A N D U M April 1,2003

SUBJECT Individual deferred annuities (SSHB 184)

TO: Representative John Coghill 
Attn: Willow

FROM: Michael F. Ford 
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement of its 
contents. If you would like an interpretation of the bill as it may apply to a particular set 
of circumstances, please advise.

Section 1. Amends the standard nonforfeiture law for individual deferred annuities by 
changing the minimum nonforfeiture amounts as specified in paragraphs (1) - (4) of this 
subsection. Under (c)(1) the minimum nonforfeiture amount any time at or before 
commencement of annuity payment is defined. Under (c)(2) the interest rate used in 
determining the minimum nonforfeiture amount is defined. Under (c)(3) the rules 
applicable to participation in an equity indexed benefit are defined. Under (c)(4) the 
director of the division of insurance can provide by regulation for further adjustments for 
certain annuity contracts.

Section 2. Effective date.

MFF:lmb 
03-123.lmb



ALASKA STA TE H O U SE O F R EPR ESEN TA TIV ES

Interim Address:
3044 Badger Road, Suite 290
North Pole, AK 99705
(907)-488-5725
Fax# (907)-488-4721

REPRESENTATIVE JOHN COGHILL
MAJORITY LEADER

Sponsor Statement 
HB 184 -  Deferred Annuity Products

HB 184 is an act relating to individual deferred annuity products that 
are regulated by the Alaska D ivis ion o f Insurance under Alaska 
insurance statutes. The current economic trends and the corresponding 
drop in market interest rates prompts the need for this legislation. 
Specifically, the proposed insurance code revision deals with 
guaranteed m inimum interest rates that determine m inimum values 
holders o f a fixed annuity product must receive upon policy surrender. 
This law would provide two basic essential provisions: 1. Give
companies relief in times of low interest rates and 2. Provide an 
appropriate minimum guarantee for the consumer.

As orig ina lly introduced, the b ill would have simply reduced the 
guaranteed m inimum interest rate to 1.5 % from the current 3% rate. 
This reduction reflects the decline o f yields on fixed investments that 
have occurred over the last two years, and presented a practical short­
term response to this problem that over 16 states have already addressed 
and adopted.

Even w ith the declining rates, fixed annuities present an attractive 
choice for m illions o f conservative, long-term investors— mci sasingly 
so as equity markets continue to produce losses or weak returns. The
1.5% figure would have made these products continually viable and 
available.

The National Association o f Insurance Commissioners (NA IC ) has 
been working on a long-term solution to the problem, and recently 
adopted The Standard Nonforfe iture Law for Individual Deferred 
Annuities. The revised version o f IIB  184 reflects that long-term 
solution. The model act has gained broad support among regulators and 
the insurance industry.

Session Contact:
(907)-465-3719
FAX# (907)-465-3258
State Capitol 

Room 204

Ue|>re.senlativc_,|oliii_Coghill(a>LEGIS.slnti,.Hk.us



HB 184 - Individual Deferred Annuities

Subject: HB 184 - Individual Deferred Annuities 
Date: Thu, 20 M ar 2003 11:09:40 -0900 

From: Katie Campbell <katie_campbe!l@dced.state.ak.us>
To: W illo w  Seay <willow_seay@ legis.state.ak.us>
C C : Charlie M ille r <charliem@alaska.net>

I've attached a memo that explains the rationale and development o f the changes to the N A IC  annuity 
nonforfe ture law that Charlie M ille r has provided to you.
B e low is some in fo rm a tion that you may find help fu l.

N on fo rfe itu re values are the benefits that an insurer guarantees to a po licyowner, i f  the po licyowner stops 
paying prem iums. The benefits can be provided in the 
fo rm  o f a paid-up annuity, cash, o r a death benefit.

Considerations are the amounts that the po licyowner pays the insurance company fo r the annuity.

• F lex ib le considerations means that the contract does not require a set amount or frequency o f 
payments by the policyowner.

• F ixed considerations means that the contract requires a set amount and frequency o f payments by the 
po licyowner.

• Single consideration means that the contract allows on ly a single payment at the time o f purchase 
(usua lly a m in im um amount is required).

F ixed deferred annuities credit an interest rate to the amounts the po licyowner pays that is determ ined 
pe riod ica lly by the insurance company. The interest rate can not fa ll below a m in im um specified in the 
annu ity contract.

Equ ity indexed deferred annuities cred it an interest rate that is tied to an equity index, commonly the S&P 
500. The interest rate can not fa ll below a m in im um specified in the annuity contract.

Current A laska law (AS 21.45.305) defines the m in im um nonforfe itu re values that an insurance company 
must provide. Th is law is consistent w ith N A IC  annuity
non fo rfe itu re law p rio r to the recently adopted changes. The m in im um interest rates (and maximum 
expense charges) set in the annu ity contract assure that the
annu ity contract w il l provide at least the m in im um nonforfe itu re values required under the law.

Please feel free to contact me i f  you have questions or would like additional in formation .

Katie Campbell 
L ife /H ea lth Actuary 
Alaska D iv is ion o f Insurance

Name: prhsannf.doc
Type: W INW ORD File (app lica tion/m sword) 

Encoding: base64 
Download Status: Not downloaded w ith message
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making p ro g rtu . . .  together

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS

EXECUTIVE
HEADQUARTERS

2301 McGee Street 
Suite 800 

Kansas City MO 
64108-2662 

VOICE 816-842-3600 
FAX 816-783-8175

TO:

FROM:

DATE:

Merwin Stewart, Chair
L ife Insurance and Annuities (A ) Committee

Michael Batte, Chair
L ife and Health Actuarial Task Force

March 8, 2003

FEDERAL AND 
INTERNATIONAL 

RELATIONS

Hall of the States 
444 North Capitol St NW 

Suite 701 
Washington DC 

20001-1509 
VOICE 202-624-7790 

FAX 202-624-8579

SECURITIES
VALUATION

OFFICE

1411 Broadway 
9™ Floor 

New York NY 
10018-3402 

VOICE 212-398-9000 
FAX 212-382-4207

WORLD 
WIDE WEB

www.naic.org

SUBJECT: Project History o f Revisions to the “ Standard Nonforfeiture Law for
Individual Deferred Annuities (“Model’’)”

A t its meeting on Friday, March 7, 2003, the L ife and Health Actuarial Task Force (‘Task 
Force” ) voted to recommend that the L ife Insurance and Annuities (A ) Committee adopt the 
Model. In order to assist the A Committee in its review o f this document, I am submitting the 
follow ing brief project history. Please feel free to contact me i f you have additional questions.

1) What issues was the project intended to address?

A t the Executive Committee and Plenary Meeting in San Antonio, Texas, on February 8, 
2002, the issue o f the appropriate interest rate to incorporate into Section 4 o f the Model was 
discussed. The follow ing excerpt from the minutes summarizes that discussion:

Commissioner Koken, vice chair o f the Life Insurance and Annuities (A ) 
Committee, stated that the A Committee has been reviewing the issue o f the 
minimum nonforfeiture rate on annuities. It is currently 3%, which in the 
current economic climate means that companies may have to take some 
products o ff the market because they can’ t invest at that rate, or there w ill be 
real solvency concerns. The recommendation from the A Committee is to 
support the industry in their efforts to go to the legislatures and ask for a 
reduction in the nonforfeiture rate to 1.5% and to give a charge to the L ife and 
Health Actuarial Task Force to develop a long-term solution to this issue. The 
group believes that ultimately an indexed rate is the best response so that as 
the economy changes it w ill not be necessary to go back to the legislatures.

The minutes o f that meeting further show that the follow ing motion was adopted: 
“ Recommend that the states support a 1.5% nonforfeiture with a sunset o f July 1, 2004 and a 
charge to develop an indexed rate.”
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In a subsequent discussion o f the Task Force, the project was defined to include the follow ing general scope 
(as captured in the L ife and Health Actuarial Task Force minutes from March 14-15, 2002):

W illiam Schreiner (ACLI) reported that the ACL I has a committee studying this matter, and 
that committee is looking for the Task Force’s input on areas to study. He said “ it is fair that 
you w ill want to look at more than just the interest rate.”  A lengthy, wide-ranging discussion 
ensued on how to proceed. Mr. Hartnedy summarized the discussion by saying that three 
potential areas o f inquiry had been identified: 1) “ You’ ve got to carefully consider in the 
change o f any minimum guarantees the surrender charge;”  2) “We’ re very interested in a 
dynamic or, i f you w ill, index rate” ; and 3) “We want pros and cons as to impact on people 
in different circumstances by doing this.”  Mr. Gorski suggested “ maybe there is a need to 
think about disclosure at the same time.”  Mr. Schreiner added that “ all the elements o f the 
(nonforfeiture) ‘formula’ w ill be in play.”

2) What states participated in drafting the model?

The follow ing states are currently members o f the Task Force: New Mexico (Chair), Arkansas (Vice- 
Chair), California, Connecticut, Florida, Illinois, Minnesota, Nebraska, New York, Oklahoma, 
Pennsylvania, Texas, Utah, and Vermont.

3) What general procedure was followed in drafting the model? What efforts were made to assure 
that all interested parties were provided an opportunity to comment during the drafting 
process?

The efforts o f the Task Force were closely coordinated w ith all industry interested parties. In 
addition to open sessions at the quarterly meetings o f the NAIC , seven conference calls were held 
over the last year to discuss the various submissions and drafts o f the Model. Notice o f those 
conference calls was posted on the NA IC ’ s home page on the Internet and e-mailed to approximately 
200 regulators and interested parties, including representatives o f the American Council o f Life 
Insurers, the National Alliance o f L ife Companies, the National Fraternal Congress o f America, and 
the American Academy o f Actuaries (AAA).

4) What significant issues were raised during the drafting process, and how were those issues 
resolved?

Given this complexity o f this topic and the myriad o f opinions, it is impossible to put together a brief 
description which captures a) all o f the issues raised and b) all o f the detail underlying those issues. 
Any summary w ill o f necessity be a broad overview and w ill omit numerous particulars o f the 
project. However, I believe that the items below represent the major points o f discussion:

A) Is there really a need to change the Model?

Many regulators expressed doubts regarding whether there was a need to change the Model. This 
excerpt from Frank D ino’s (Florida Department o f Financial Services) summary o f the October 10, 
2002, conference call o f the Task Force summarized the basic nature o f those concerns:

Some o f the previously expressed doubts regarding whether a problem actually 
exists in the current nonforfeiture law were repeated. It was noted that the current 
law allows initia l expense loads o f 35% and 10% for flexible premium and single 
premium products, respectively. Even ignoring annual expense charges, it would 
take Fifteen years and four years, respectively, fo r the minimum values to match the

© 2003 National Association of Insurance Commissioners 2



original deposit, assuming the minimum 3% were credited each year. It was also 
noted almost all states interpret the existing law as imposing a cumulative standard, 
rather than requiring that a minimum interest credit o f 3% be applied each year. This 
gives companies the ability to credit less than 3% some years (provided they can still 
meet the cumulative requirement).

Ultimately, a consensus emerged on the Task Force that changes to the Model should be made. The 
distinct expense loads for flexible premium and single premium products were eliminated, and 
replaced by a single standard o f 12.5%. In its first draft Model submitted on August 22, 2002, the 
AC L I suggested 15%. However, subsequent discussions resulted in the compromise figure o f 
halfway between the existing 10% standard for single premium annuities and the AC L I’ s proposed 
15%.

B) What should be the basis of the index used in establishing the minimum nonforfeiture 
interest rate?

Early on in this project, it became clear that there is no economic or actuarial theory that makes any 
one index the obvious choice over another. The follow ing suggestions were among the many 
received:

In correspondence received on May 24, 2002, the ACL I suggested the follow ing:

Proposal: five-year constant maturity treasuries (CMT) is proposed as the basis o f 
required minimum interest rate credits.

Rationale: the use o f a CMT basis has the virtue o f expected continuous availability, 
while the choice o f a five-year basis lies between short and longer-term maturities.

The AC L I provided this commentary with the submission o f their initia l proposal for actual draft 
language on August 22, 2002: “The interest rate proposed is the Five-Year Constant Maturity 
Treasury rate (CMT) as o f June 30 o f the preceding calendar year minus two and one-half percent 
(2.5%), but not greater than four percent (4%) nor less than one percent (1%).”

In a submission dated November 13, 2002, the ACLI modified its proposal as follows: “ Index Basis:
3 Year Constant Maturity Treasury (monthly) rate -  minus 150 basis points, but not less than 1%.”

In a submission dated January 22, 2003, the ACLI made the follow ing recommendation: “ Therefore, 
we urge that the index basis in the proposed model Individual Deferred Annuity Nonforfeiture Law 
be changed to the three-year CMT reduced by 125 bps.”

In a submission labeled “Preliminary Draft”  dated September 10, 2002, the AAA stated that "an 
index rate for the annuity non-forfeiture value can be based on either the Treasury Curve, The Swap 
Curve (or) somewhere on any myriad o f credit curves.”  The submission includes a description o f 
how LIBOR swap rates might be used:

Under this approach we define the Non-Forfeiture Interest Rate (N IR) as equal to the 
Applicable Swap Rate less X. The Applicable Swap Rate is the monthly average 
swap rate for a swap whose term is equal to the term o f the guarantee period for the 
premium/renewal (rounded up to the next whole year) during the month the 
premium is received or the renewal rate is set.
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Many other comments were provided relative to the appropriate choice o f an index, as well as 
a) what reductions to the index should be made to recognize company expenses and b) maximum 
and minimum lim its on the interest rates.

In a reaching a decision, the L ife and Health Actuarial Task Force concluded that the Five-Year 
CMT less 125 basis points provides a reasonable balance between 1) giving companies relief in 
times o f low interest rates and 2) providing an appropriate minimum guarantee for the consumer. 
Also, a consensus seemed to emerge on the Task Force in agreement with the position expressed in 
the January 22, 2003, submission from the ACLI: “ The primary goal o f the law ’ s revision is to 
provide a means to permit lower interest rate guarantees than the current law allows in low interest 
rate environments." Accordingly, a cap equal to the existing 3% interest rate was established. 
However, in order to provide some minimum level o f guarantee to the consumer, a floor o f 1% was 
also established. Finally, flex ib ility was provided to the companies by allowing for the 
redetermination o f the minimum interest guarantees on a periodic basis.

C) Should a lower minimum nonforfeiture interest rate be allowed for equity-indexed 
annuities?

This matter was not raised in a substantive way by any o f the interested parties until the Task Force 
meeting in December 2002. Subsequently, a report was received from the AAA (dated January 27, 
2003) that recommended the following: “ The Academy o f Actuaries recommends that an offset for 
Equity Indexed Annuities be allowed. The Academy strongly believes there is a need for an offset as 
long as the product provides a meaningful equity participation guarantee."

The Task Force agreed with this recommendation, and inserted the follow ing language into the 
Model:

During the period or term that a contract provides substantive participation in an 
equity indexed benefit, it may increase the reduction described in Subsection B(2) 
above by up to an additional 100 basis points to reflect the value o f the equity index 
benefit. The present value at the contract issue date, and at each redetermination date 
thereafter, o f the additional reduction shall not exceed the market value o f the 
benefit. The commissioner may require a demonstration that the present value o f the 
reduction does not exceed the market value o f the benefit. Lacking such a 
demonstration that is acceptable to the commissioner, the commissioner may 
disallow or lim it the additional reduction.

The commissioner may adopt rules to implement the provisions o f Section 4C and to 
provide for further adjustments to the calculation o f minimum nonforfeiture amounts 
for contracts that provide substantive participation in an equity index benefit and for 
other contracts that the commissioner determines adjustments are justified.

Several members o f the Task Force expressed a desire that a model regulation be developed to assist 
the states in implementing this provision.

5) What are the implications of this project for accreditation and codification?

Since this project does not deal with solvency monitoring, there is no impact for accreditation and 
codification.
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(6) term po licy o f decreasing amount, which provides no guaranteed nonfo rfe itu re or endowment 
benefits, on which each adjusted prem ium , calculated as specified in (h ) - (w ) o f this section is less than 
the adjusted prem iums calculated, on a po licy o f un ifo rm amount or renewal thereof, which provides no 
guaranteed nonfo rfe itu re o r endowment benefits, issued at the same age and fo r the same in itia l amount o f 
insurance fo r a term defined as fo llow s: fo r ages at issue 50 and under, the term shall be 15 years; 
thereafter, the term decrease one year fo r each year o f age beyond 50, and fo r a term o f 20 years o r less 
exp ir ing before age 71, fo r which un ifo rm prem iums are payable during the entire term o f the po licy;

(7) po licy , which provides no guaranteed nonforfe itu re or endowment benefits, fo r which no cash 
surrender value, i f  any, o r present value o f any paid-up nonfo rfe itu re benefit, at the beginning o f any po licy 
year, calculated as specified in (d) - (w ) o f th is section, exceeds tw o and one-ha lf percent o f the amount o f 
insurance at the beginning o f the same po licy year;

(8) po licy which shall be delivered outside th is state through an agent o r other representative o f the 
insurer issuing the po licy .

(bb) For puiposes o f determ in ing the app licab ility o f subsection (aa), the at exp iry fo r a jo in t term life  
insurance po licy shall be the age at exp iry o f the oldest life .

(cc) The operative date o f this section is January 1, 1968 except that an insurer may elect to comply 
w ith this section before that date by fil in g a w ritten notice o f election w ith the director. A w ritten notice o f 
election is not e ffec tive unless the insurer specifies in the notice

(1) the date upon which th is section is to be operative, which date must be later than the date on which 
the notice is filed ;

(2) the policies to which this section applies.

Sec. 21.45.305. Standard nonfo rfe itu re law fo r ind iv idua l deferred annuities.

(a) Th is section does not apply to any reinsurance, group annuity purchased under a retirement plan or 
plan o f deferred compensation established o r maintained by an employer, inc lud ing a partnership o r sole 
proprie torsh ip , o r by an employee organization, or by both, other than a plan p rov id ing ind iv idua l 
retirement accounts o r ind iv idua l retirement annuities under 26 U.S.C. 408 (Internal Revenue Code), as 
amended, prem ium deposit fund, variable annuity, investment annuity, immediate annuity, any deferred 
annuity contract afte r annu ity payments have commenced, o r reversionary annuity, nor to any contract that 
shall be delivered outside this state through an agent or other representative o f the company issuing the 
contract.

(b) In the case o f contracts issued on or after the operative date o f th is section as defined in (k) o f this 
section, no contract o f annuity, except as stated in (a) o f th is section, may be delivered o r issued fo r 
de live ry in this state unless it contains in substance the fo llow in g provisions, o r corresponding provisions 
that in the op in ion o f 'he d irec to r are at least as favorable to the contract holder, upon cessation o f payment 
o f considerations under the contract: (1) that upon cessation o f payment o f considerations under a contract, 
the company w il l grant a paid-up annuity benefit on a plan stipulated in the contract o f such value as is 
specified in (d) - (g) and (i) o f th is section; (2) i f  a contract provides fo r a lump sum settlement at maturity, 
or at any other tim e, that upon surrender o f the contract at o r before the commencement o f any annuity 
payments, the company w il l pay in lieu o f any paid-up annuity benefit a cash surrender benefit o f such 
amount as is specified in (d), (e), (g) and (i) o f this section; the company shall reserve the righ t to defer the 
payment o f that cash surrender benefit fo r a period o f six months afte r demand fo r the payment w ith
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surrender o f the contract; (3) a statement o f the m orta lity table, i f  any, and interest rates used in calculating 
any m in im um paid-up annuity, cash surrender, o r death benefits that are guaranteed under the contract, 
together w ith su ffic ien t in fo rm a tion to determ ine the amounts o f those benefits; (4) a statement that any 
paid-up annuity, cash surrender, o r death benefits that may be available under the contract are not less than 
the m in im um benefits required by any statute o f the state in which the contract is delivered and an 
explanation o f the manner in which those benefits are altered by the existence o f any additional amounts 
credited by the company to the contract, any indebtedness to the company on the contract or any p rio r 
w ithdrawals from o r partia l surrenders o f the contract. Notw ithstanding the requirements o f this 
subsection, any deferred annuity contract may provide that i f  no considerations have been received under a 
contract fo r a period o f tw o fu ll years and the portion o f the paid-up annuity benefit at m atu rity on the plan 
stipulated in the contract arising from  considerations paid before that period wou ld be less than $20 
monthly, the company may at its option term inate the contract by payment in cash o f the then present value 
o f such portion o f the paid-up annuity benefit, calculated on the basis o f the m orta lity table, i f  any, and 
interest rate specified in the contract fo r determ in ing the paid-up annuity benefit, and by that payment shall 
be relieved o f any fu rthe r ob liga tion under the contract.

(c) The m in im um values as specified in (d) - (g) and (i) o f this section o f any paid-up annuity, cash
surrender, or death benefits available under an annuity contract shall be based upon m in im um 
nonforfe iture amounts as defined in this section:

(1) W ith respect to contracts p rov id ing fo r fle x ib le considerations, the m in im um nonforfe itu re amount 
at any tim e at o r before the commencement o f any annuity payments shall be equal to an accumulation up 
to that tim e at a rate o f interest o f three per cent a year o f percentages o f the net considerations as defined 
in this paragraph paid before that time, decreased by the sum o f (A ) any p rio r w ithdrawals from o r partia l 
surrenders o f the contract accumulated at a rate o f interest o f three per cent a year; and (B ) the amount o f 
any indebtedness to the company on the contract, inc lud ing interest due and accrued, and increased by any 
existing additional amounts credited by the company to the contract. The net considerations fo r a given 
contract year used to define the m in im um nonforfe iture amount shall be an amount not less than zero and 
shall be equal to the corresponding gross considerations credited to the contract during that contract year 
ess an annual contract charge o f $30 and less a co llection charge o f $1.25 per consideration credited to the 
contract during that contract year. The percentages o f net considerations shall be 65 per cent o f the net 
consideration fo r the firs t contract year and 871/2 percen t o f the net considerations fo r the second and later 
contract years. Notw ithstand ing the provisions o f the preceding sentence, the percentage shall be 65 per 
cent o f the portion o f the total net consideration fo r any renewal contract year which exceeds by not more 
han tw o times the sum o f those portions o f the net considerations in a ll p rio r contract years fo r which the 
jercentage was 65 per cent.

(2) W ith respect to contracts prov id ing fo r fixed scheduled considerations, m in im um nonforfe itu re 
amounts shall be calculated on the assumption that considerations are paid annually in advance and shall 
je defined as fo r contracts w ith flex ib le considerations which are paid annually w ith two exceptions:

(A ) the portion o f the net consideration fo r the firs t contract year to be accumulated shall be the sum 
o f 65 per cent o f the net consideration fo r the firs t contract year pius 221/2 per cent o f the excess o f the net 
consideration fo r the firs t contract year over the lesser o f the net considerations fo r the second and th ird 
contract years;

(B ) the annual contract charge shall be the lesser o f $30 o r 10 per cent o f the gross annual 
consideration.

(3) W ith respect to contracts p rov id ing fo r a single consideration, m in im um nonfo rfe itu re amounts
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shall be defined as fo r contracts w ith fle x ib le considerations except that the percentage o f net consideration 
used to determ ine the m in im um  nonforfe itu re amount shall be equal to 90 per cent and the net 
consideration shall be the gross consideration less a contract charge o f $75.

(d) A n y paid-up annuity benefit available under a contract shall be such that its present value on the 
date annu ity payments are to commence is at least equal to the m in im um nonforfe itu re amount on that 
date. Such present value shall be computed using the m orta lity table, i f  any, and the interest rate specified 
in the contract fo r determ in ing the m in im um paid-up annuity benefits guaranteed in the contract.

(e) Fo r contracts wh ich provide cash surrender benefits, such cash surrender benefits available before 
m atu rity may not be less than the present value as o f the date o f surrender o f that portion o f the maturity 
value o f the paid-up annuity benefit which would be provided under the contract at maturity arising from 
considerations paid before the time o f cash surrender reduced by the amount appropriate to re flect any 
p rio r w ithdrawals from o r partial surrenders o f the contract. The present value shall be calculated on the 
basis o f an interest rate not more than one per cent higher than the interest rate specified in the contract fo r 
accumulating the net considerations to determ ine the maturity value, decreased by the amount o f any 
indebtedness to the company on the contract, inc lud ing interest due and accrued, and increased by any 
existing additional amounts credited by the company to the contract. In no event may any cash surrender 
benefit be less than the m in im um nonforfe itu re amount at that time. The death benefit under such contracts 
shall be at least equal to the cash surrender benefit.

( f) For contracts which do not provide cash surrender benefits, the present value o f any paid-up 
annuity benefit available as a nonforfe itu re option at any tim e before matu rity may not be less than the 
present value o f that portion o f the maturity value o f the paid-up annuity benefit provided under the 
contract aris ing from  considerations paid before the time the contract is surrendered in exchange for, or 
changed to, a deferred paid-up annuity. The present value shall be calculated fo r the period before the 
matu rity date on the basis o f the interest rate specified in the contract fo r accumulating the net 
considerations to determ ine the matu rity value, and increased by any existing additional amounts credited 
by the company to the contract. For contracts which do not provide any death benefits before the 
commencement o f any annuity payments, the present values shall be calculated on the basis o f the interest 
rate and the m orta lity taole specified in the contract fo r determ in ing the m atu rity value o f the paid-up 
annu ity benefit. However, in no event may the present value o f a paid-up annuity benefit be less than the 
m in im um nonfo rfe itu re amount at that time.

(g ) For the puipose o f determ in ing the benefits calculated under (e) and (f) o f this section, in the case 
o f annuity contracts under which an election may be made to have annuity payments commence at optional 
m atu rity dates, the matu rity date shall be considered to be the latest date fo r which election shall be 
perm itted by the contract, but is not considered to be later than the anniversary o f the contract next 
fo llow in g the annuitant's 70th birthday o r the 10th anniversary o f the contract, whichever is later.

(h ) A ny contract which does not provide cash surrender benefits or does not provide death benefits at 
least equal to the m in im um nonfo rfe itu re amount before the commencement o f any annuity payments shall 
include a statement in a prom inent place in the contract that such benefits are not provided.

( i) A ny paid-up annuity, cash sunender, o r death benefits available at any time, other than on the 
contract anniversary under any contract w ith fixed scheduled considerations, shall be calculated w ith 
allowance fo r the lapse o f time and the payment o f any scheduled considerations beyond the beginning o f 
the contract year in which cessation o f payment o f considerations under the contract occurs.

( j) For any contract which provides, w ith in the same contract by ride r o r supplemental contract
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provis ion , both annu ity benefits and life  insurance benefits that are in excess o f the greater o f cash 
surrender benefits o r a return o f the gross considerations w ith interest, the m in im um nonforfe itu re benefits 
shall be equal to the sum o f the m in im um  nonfo rfe itu re benefits fo r the annuity portion and the m in im um 
nonfo rfe itu re benefits, i f  any, fo r the life  insurance portion computed as i f  each portion were a separate 
contract. N otw iths tand ing the provis ions o f (d) - (g) and (i) o f this section, additional benefits payable (1) 
in the event o f total and permanent d isab ility , (2 ) as reversionary annu ity o r deferred reversionary annuity 
benefits, or (3 ) as other po licy benefits add itiona l to life  insurance, endowment, and annuity benefits, and 
considerations fo r a ll such additiona l benefits, shall be disregarded in ascertaining the m in im um 
nonfo rfe itu re amounts, paid-up annuity, cash surrender, and death benefits that may be required by this 
section. The inc lus ion o f such additional benefits is no t required in any paid-up benefits, unless those 
additional benefits separately wou ld require m in im um nonfo rfe itu re amounts, paid-up annuity, cash 
surrender, and death benefits.

(k ) A fte r Ju ly 6, 1978, any company may file  w ith the d irec to r a w ritten notice o f its election to 
com p ly w ith the provis ions o f th is section after a specified date before Ju ly 6, 1980. A fte r the fil in g  o f the 
notice, then upon the specified date, wh ich shall be the operative date o f th is section fo r the company, this 
section shall become operative w ith respect to annuity contracts thereafter issued by the company. I f  a 
company makes no such election, the operative date o f this section fo r the company shall be Ju ly 6 ,1980 .

Sec. 21.45.310. P roh ib ited po licy plans.

(a) An insurer may not issue fo r de live ry o r de live r in th is state a life insurance po licy or annuity 
contract issued under any plan fo r the segregation o f po licyho lders in to mathematical groups and prov id ing 
benefits fo r a su rv iv ing po licyho lde r o f a group aris ing out o f the death o f another po licyho lde r o f that 
group o r under another s im ila r plan.

(b) An insurer may not issue fo r de live ry o r de live r in this state a life insurance po licy or annuity 
contract p rov id ing benefits o r values fo r su rv iv ing or con tinu ing po licyho lders contingent upon the lapse 
o r term ination o f the po lic ies o f other policyho lders, whether by death or otherw ise. This provis ion does 
not p roh ib it the payment o r allowance o f regular annual dividends o r savings under partic ipating forms o f 
polic ies or contracts, o r proh ib it the annual d is tribu tion to policyho lders o r beneficiaries o f sums 
representing in part gains to the insurer from  lapses, surrenders, or m o rta lity either in general o r as 
resu lting from particu la r classifica tions o f policies.

Sec. 21.45.320. Industria l life  insurance defined. [Repealed, Sec. 17 ch 21 SLA 1985].

Repealed o r Renumbered 

Chapter 21.48. GROUP L IF E  IN SURANCE 

Sec. 21.48.010. G roup requirements fo r group contracts.

(a) A  group life insurance po licy may not be delivered in th is state insuring the lives o f more than one 
ind iv idua l unless

(1) the po licyho lde r was formed fo r purposes other than ob ta in ing insurance o r is a trust established 
by one o r more employers o r labor unions o r by one or more employers and labor unions;

(2) the po lic y covers at least tw o ind iv idua ls at the date o f issue;
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F I S C A L  N O T E

ST A T E  O F  A LA SK A
2003 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction):
Title Licensing Radiologic Technicians

Dept. Affected:
'BRU

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

HB 186

DCED
Occupational Licensing (117)

Sponsor
Requester

Representative Anderson
_ Component Occupational Licensing

House Labor & Commerce Component No. 2360

Expenditures/Revenues (T housands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel ‘ ’ 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

43.6 43.6 43.6 43.6 43.6
10.1 10.1 10.1 10.1 10.1
31.0 31.0 6.0 6.0 6.0
1.0 1-.0 1.0 1.0 1.0
6.0

TOTAL OPERATING 91.7 85.7 60.7 60.7 60.7 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1156) | 177.2 0.0 121.4 0.0 60.7

FUND SOURCE____________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other 1156 - Receipt Supported Services 91.7 85.7 60.7 60.7 60.7

TOTAL 91.7 85.7 60.7 60.7 60.7 0.0

Estimate o f any current year (FY2003) cost: 0.0
Check th is box (X) if funding fo r th is bill is included in the Governor’s FY 2004 budget proposal: [

POSITIONS
Full-time 1 1 1 1 1
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

HB 186 creates a seven member board with meetings to be held at least twice a year to regulate the 
practice of radiologic technology. The division was advised that approximately 380 to 400 individuals will 
seek licensure under this bill. This fiscal note is based on the assumption there will be at least 400 
licensees. Sectic i 3 of the bill establishes a termination date of June 30, 2007. Therefore, under 
provisions of AS 08.03.020, costs are extended for one year allowing the board to conclude its affairs.

An explanation of the costs shown above are attached.

Prepared by Jennifer Strickler, Administrative Manager_________
Division Occupational Licensing__________________________

Approved Edgar Blatchford, Commissioner_______________
Agency Department of Community & Economic Development

Phone (907) 465-2144 
Date/Time 3/24/03 4:18 PM

Date 3/24/2003

/Revised 9/2002 OMB) Page 1 of 2



F IS C A L  N O T E

ANALYSIS CONTINUATION

HB 186: Licensing Radiologic Technicians

Total PERSONAL SERVICES: $43.6

Occupational Licensing Examiner I position, PFT, Range 12

Note: AS 08.89.010(b) of the bill requires the department to provide staffing, including a person to act as 
secretary for the board. This fiscal note provides for an Occupational Licensing Examiner I similar to 
other regulatory boards who provide secretarial duties to the boards. However, if the intent is to provide 
an Executive Administrator position, Range 18, personal services costs would increase to $60.6.

Total TRAVEL: $10.1

- To fund travel and per diem costs for seven members and two staff (Occupational Licensing Examiner 
and Regulations Specialist) to attend at least two meetings each year as required by AS 08.89.010(c) of 
the bill. It is assumed that 3 members are from Anchorage; 2 from Juneau; and 2 from Fairbanks.

Total CONTRACTUAL SERVICES: $31.0

- Printing, postage, communication, and advertising costs, $3.0
- Regulations-related costs to establish education criteria and standards, and other requirements; 
including Assistant Attorney General time, $3.0
- Develop or purchase an examination,' $25.0 (The bill is not clear on whether a standardized examination 
will be used, or whether the Board must create an examination for licensure. Exam costs are identified in 
this fiscal note for the first two years because of the uncertainty of whether an exam exists and whether or 
not the exam will be used,)

Total SUPPLIES: $1.0

To fund daily operating supplies of the program.

Total EQUIPMENT (one-time costs): $6.0

Office equipment and workstation set-up for the support position.

TOTAL FISCAL NOTE: $91.7

REVENUE: Revenue will be generated by individuals who seek license under this bill. Based on 4G0 
licensees, each licensee can be expected to pay approximately $443.00 biennially ($177.2 divided by 400) 
in direct costs. This, combined with indirect costs of approximately $100.00 per person will result in an 
estimated initial licensing fee of $543.00 biennially. Licensing fees will be adjusted at the first renewal 
based on actual costs and numbers of licensees.

ST A T E  O F  A L A SK A  B IL L  N O . HB 186 ._________
2003 L E G IS L A T IV E  SE SSIO N

Page 2 of 2



F I S C A L  N O T E

2003 LEGISLATIVE SESSION Bill Version: HB 186
() Publish Date: _______

ST A TE O F A LA SK A  ' Fiscal Note Number: ______

Revision Date/Time (Note if correction):________________________ Dept. Affected;__________Law
Title "An Act establishing the Radiologic Technology BRU Civil________________
Board of Examiners; requiring licensure of occupations . . . "_______ Component Fair Business Practices
Sponsor Representative Anderson______________________ _______________________________
Requester House Labor & Commerce Committee _______ Component No. 2206

Expenditures/Revenues___________________________(Thousands of Dollars)________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE_____________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
HB 186 adds radiologic technicians as a licensed occupation regulated by the Division of Occupational Licensing. Any 
time a new profession is added to the occupational licensing statutes, new legal services may be required. For 
example, Department of Law assistance may be required in hearings resulting from the denial of a license or from 
license discipline. However, the amount of legal work that is likely to arise from the addition of this profession is not 
expected to be significant enough to cause a fiscal impact to the Department of Law.

Prepared by: Joan M. Kasson_________________________________________  Phone (907)465-5370
Division Attorney General's Office__________________________________ Date/Time 3/25/03 10:10 AM

Approved by: Joan M. Kasson for Gregg D. Renkes, Attorney General______  Date 3/25/2003______
Agency Department of Law_________________

(Revised 9(2002 OMB) P age 1 of 1



A laska State Legislature
H o u s e  o f  R e p r e s e n t a t i v e s

State Capitol 
Juneau, A K  99801-1182

SPONSOR STATEMENT FOR HB 186 
BY: Representative Tom Anderson

T IT LE : “ An A c t establishing the Radio log ic Technology Board o f Exam iners; requ iring 
licensure o f occupations re la ting to rad io log ic technology, radiation therapy, and nuclear 
medic ine technology; and p rov id ing fo r an effective date.”

House B il l 186 w il l require rad io log ic technologists, radiation therapists, and nuclear medicine 
technologists to obtain licenses from  the State and meet educational requirements in order to 
practice in A laska. Recognizing the unique composition o f our state w ith its many ru ra l 
communities, H B 186 also makes available a lim ited license w ith more lenient educational 
requirements fo r those practic ing in small communities. Th is lim ited license w il l pe rm it a lim ited 
rad io log ic imager to perform certain X -ray examinations. B y doing so, the ava ila b ility o f basic 
rad io log ic services w il l not be comprom ised in communities where access to health care may 
already be lim ited .

Radio log ic techno logy plays a crucia l role in diagnosing and treating a broad spectrum o f 
ailments. Any rad io logy procedure is only as effective as the person who performs it. An 
underexposed chest X -ray cannot reveal pneumonia or a malignant lesion, jus t as inadequate 
mammography technique cannot detect breast cancer. No matter what the procedure, know ledge 
o f anatomy, care fu l application o f radiation, and s k illfu l operation o f sophisticated medical 
equipment are the keys to producing quality images and p rov id ing effective treatment.

In the next tw e lve months, seven o f every ten people w ill undergo an X -ra y exam ination. Studies 
indicate the risks o f receiving excessive o r accidental exposure to radiation can be substantia lly 
reduced by adequate education o f operators. To ensure Alaskans receive maxim um pro tection 
from  the harm fu l effects o f excessive and improper exposure to radiation. HB 186 must be 
passed to establish standards.

B y establishing the Radio log ic Technology Board o f Exam iners and requ iring that educational 
standards be met in compliance w ith licensure, a ll Alaskans w il l benefit from  increased quality 
and safety when undergoing rad io log ic procedures.

I urge your support o f HB 186.

March 19, 2003 -  HB 186 23-LS0380\Q



House Bill 186
Sectional Analysis

Section 1.
Establishes a new board to regulate radio logic occupations. Requires licensure before a 
person can use radioactive materials or equipment em itting radia tion on a human fo r 
diagnostic o r therapeutic purposes. Includes fu ll certifica tes and lim ited certifica tes; 
lim ited certifica tes authorize lim ited rad io log ic diagnostic imaging in small communities. 
Continu ing education is required fo r renewal o f licensure.

Section 2.
Adds the new board to the lis t o f boards covered by the centralized' licensing chapter, AS 
08.81.

Section 3.
Adds a sunset date fo r the new board.

Section 4.
Adds the new board to the statute requiring conformance w ith the Adm in is tra tive 
Procedures Ac t.

Section 5.
Exempts the in itia l board members who are rad io log ic technicians from  licensure un til 
June 30, 2005 (the date the licensure fo r practice is required).

Section 6 .
A llow s the regu la tion process to begin July 1, 2003, even though licensure is not required 
un til 2005.

Section 7.
Gives most o f the b ill an effective date o f Ju ly 1, 2003.

Section 8 .
Delays the e ffec tive date o f the provisions requ iring licensure and pena liz ing unlicensed 
practice un til June 30, 2005.



Medical Radiation Facts and Bibliography

Facts
1. More than 90% o f all radiation the public receives is from medical x-ray examinations. 
Less than 10% is from nuclear power plants, nuclear fa llou t and research accidents.

2. Seven o f every 10 people w ill undergo an x-ray examination during the next 12 months.

3. A  patient receives more radiation from an x-ray examination o f the stomach than the 
exposed public received from the Three M ile Island accident.

4. Current scientific evidence indicates that any amount o f exposure to ion iz ing radiation 
may cause adverse effects.

5. Studies show that patients may receive 100 times more radiation for the same x-ray 
examination because o f unqualified operators.

6. Two main sources o f unnecessary exposure are the use o f improper exposure factors by x- 
ray operators and examinations that are not medically necessary.

7. Excessive low-dose radiation from x-ray examinations can cause fetal mutations, cancer 
and mental retardation and can shorten an ind iv idua l’s life span.

8. An estimated 40% o f operators administering ion iz ing radiation have no formal education 
in radiologic technology.

9. An unqualified, uneducated x-ray operator can inadvertently overturn any benefit from 
established equipment performance standards, resulting in unnecessary patient radiation hazards.

10. Unnecessary radiologic examinations contribute to both increased health risks and 
radiology services costs.

11. M in im um standards fo r operators o f x-ray equipment in states w ith licensure laws reduce 
hospital costs because licensed, qualified radiologic technologists have fewer repeat film s than 
unlicensed, unqualified x-ray operators.

12. “Abou t 300 m illion medical x-ray examinations were taken in 1981. To some extent, 
these numbers may include x-rays that are used inappropriately. They are sometimes requested 
by physicians in response to pressure from patients or to protect themselves from possible 
malpractice suits. Unnecessary rad ia tion ... whether from exams that are not medically needed or 
from exams conducted w ithout proper protection... may possibly increase the risk o f cancer, 
genetic damage and other i l l effects. It also costs our health care system m illions o f dollars in 
needless medical b ills .”  Arthur Hall Hays Jr., M.D., Commissioner o f Food and Drugs, June 
1984.

10/18/02 1 2
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UNIVERSITY OF ALASKA ANCHORAGE 
COMMUNITY AND TECHNICAL COLLEGE

MEDICAL IMAGING SCIENCES
Allied Health Science Bldg., Room 152 

3211 Providence Drive • Anchorage, AK 99508 
(907) 766-6941 • Fax (907) 786-6938

The Honorable Tom Anderson 
State Capito l, Room 432 
Juneau, A K  99801-1182

Dear Representative Anderson,

As Program Cha ir o f the Associate o f App lied Science degree in Rad io log ic Techno logy 
at the U n ive rs ity o f A laska Anchorage I wou ld like to endorse the effo rts o f the A laska 
State Society o f Radio log ic Technologists and you r o ffice in develop ing crite ria fo r 
licensure in Rad io log ic Technology,

Plouse B il l No. 186, L icensing Radio log ic Technicians does an effective jo b  ou tlin ing 
educational and credentia ling standards fo r health care personnel who perfo rm medical 
imaging exam inations. W ithou t th is law the residents o f A laska w il l continue to receive 
substandard im aging exam inations performed b y unqua lified and non-credentia led 
personnel. L icensing rad io log ic technologists w il l insure that competent qua lified 
personnel are p ro v id in g the public w ith the qua lity o f care they expect.

The Un ive rs ity o f A laska Anchorage has developed a Board o f Regents approved A .A .S . 
degree program that adheres to national curricu lum standards published by the American 
Society o f Radio log ic Technologists (ASRT), ce rtifica tion e lig ib il ity requirements 
published by the American Registry o f Radio log ic Technologists (ARR T ), and subscribes 
to the guidelines fo r program accountab ility outlined by the Joint Review Comm ittee on 
Education in Radio log ic Techno logy (JRCERT). This program was developed in 
response to iden tified state work fo rce needs in health care and provides the state w ith  a 
valuable resource to assure a supply o f qua lified practitioners.

Elements necessary to insure that licensure is effective and can be sustained is assuring 
educational opportun ities are accessible in the state, prov is ion fo r educating lim ited 
practice radiographers is available, and development o f con tinu ing education 
opportunities fo r practic ing technologists are obtainable. AU o f these are presen tly being 
accomplished or under development at the U n ive rs ity o f A laska Anchorage.



I f  I can be o f addition service in supporting your effo rts on th is matter please feel free 
contact me. Thank you fo r you r consideration on this matter.

Sincerely/?

Dale & Co llins , M .S., R .T .(R )(M )(QM ), RDMS
Program Chair, Rad io log ic Technology
Un ivers ity o f A laska Anchorage
Community and Technica l College
Medical Im ag ing Sciences Department
907-786-6941
afdec@uaa.alaska.edu

mailto:afdec@uaa.alaska.edu
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UNIVERSITY C>r ALASKA ANCHORAGE 
COMMUNITY A N O 1 ECHNICAl. COLLEGE

MEDICm IHRGiHG SCIEHCES
AIIW I liMlih Helena* Blrig, Room 152 

Mil I'roviJiTi c PrixV • Anchorage, AK 99508 
(907) 7HMV41 • Fax IW7) 7M-693R

TO : Representative Tom Anderson

FROM : Erica Koch W ight, M.Ed., R.T.(R )(M )(QM )

UEK: HB 186

DATE : March 18,2003

Rep. Anderson, I congratulate you and thank you fo r your support regarding HB 186. As 
a radiographer, I realize the importance o f licensure in this state, especially for those 
using ionizing radiation as a means o f aiding in diagaosis. Please know that I support 
your efforts completely.

A portion o f H£J 186 addresses the need for lim ited licensure. As an educator in the 
Medical Imaging Sciences Program at U AA and the Clin ical Coordinator, I identify w ith 
this need. We arc a rural state o f great size. It is imperative that those persons in need o f 
imaging services have trained individuals, even on a lim ited level, to provide services.

7'hcre is a large national shortage o f certified radiographers, (those having completed ~ 
Iwo years o f training) Alaska is feeling the effect o f the shortage in an immense way.
1 iospitals and specialized imaging centers, tend to capture registered (American Registry 
o f Radiologic Technologist, ARJRT) radiographers. It is a necessity for them to have 
employees that can provide diverse imaging services in a variety o f situations. However, 
this Is not true for those in rural Alaska. Rural Alaska’s need, I believe, can be fu lfilled 
by those trained in a well-structured lim ited imaging program. Those providing services 
to minimal populations prim arily aid in triaging patients to large hospitals or impart 
services to patients who have health care difficulties that require lim ited services.

The University o f Alaska Anchorage is currently developing a program for lim ited 
imaging based on a course I am already instructing for those taking radiographs in 
medical offices, chiropractic situations and other non hospital or imaging center facilities. 
This curriculum , in development, w il l meet the ARRT guidelines and upon completion, 
the learner w ill have the opportunity to take the Certification for Lim ited Practice 
Examination provided by the ARRT. The entire curriculum should be approved by early 
summer.



MAR-18-03 TUE 12:56 PM UAA, MA, MEDT. EMS FAX NO. 97866938

I realize that there are radiographers in the state who do not agree w ith lim ited licensure. 
However, in rural areas, there are currently people w ith little or no training providing less 
than optimal imaging services. This compromises care fo r those patients liv ing in these
areas.

Training is imperative i f  we are to provide quality care for every Alaskan. Registered 
Radiographers with ARRT aptitude are necessary. However, Alaska necessitates, due to 
its size and rural populations, a component for trained lim ited personnel.

I highly support your efforts w ith this entire b ill. I f  I can be o f any assistance, please do 
not hesitate to contact me. Your service is deeply appreciated.

Rcsncctfullv.

Assistant Professor 
Medical Imaging Sciences 
University Alaska Anchorage



Alaska Society ... 
o f  Radiologic Technologists

P.O. Box 3601 
Homer, Alaska 99603

SPONSOR STATEMENT FOR HB 186 
BY:

TITLE:. “ An A c t establishing the Radiologic Technology Board o f Examiners; requiring 
Licensure o f occupations relating to radiologic technology, radiation therapy, and nuclear 

/. 'medicine' technology; and providing for.an effective date.”

The Radiologic Health Science professionals in ihe State o f Alaska are dedicated to the 
preservation o f life and health as well as the prevention and treatment o f disease. The use 
o f x-rays and othcrmedical imaging disciplines is the most acceptable method fo r 
discovering and treating many conditions that m ight not otherwise be observed un til it is 

, to late fo r treatment. The accuracy o f a disease diagnosis by a radiology procedure is 
dep endant oh the knowledge, positioning skills and application o f radiation by the 
. technologist perform ing the radiology procedure. .

The unregulated practice o f Radiologic Technology, Nuclear Medicine Technology and 
Radiation Therapy by unqualified individuals represents a serious health risk to, the 
citizens o f Alaska. The Alaska Society o f Radiologic Technologists has consistently : 
supported the enactment o f state standards for the education and credentialing o f 
Radiologic Technologists, Radiation Therapists and Nuclear Medicine Technologists as a 
means o f protecting Alaskans from the harmful effects o f excessive and unnecessary 
exposure to medical radiation. • . .

‘ ’’ , ' •• ‘ .V • " *• *. »*’*
Establishing state standards w il l ensure that Alaskans w ill have access to safe and high 
quality radiologic care. Implementation o f a Radiologic Technology Board o f Examiners 
w il l establish radiation protection measures as well as education and credentialing 
standards that w il l ensure the competency o f persons operating medical equipment 
emitting radiation. . . '

The Alaska Society o f Radiologic Technologists supports HB 186 and urges the 
.legislature to support quality health care fo r Alaskans by supporting HB 186.

Respectfully, ' \  "  V '  '

Donna J. Rufsholm , R.T. (R )(M )
President, . Alaska Society o f Radiologic Technologists



Ameiican Society of 
! V.diologic Technolocisrs

March 13, 2003

The Honorable Tom Anderson 
Alaska House o f Representatives 
State Capito l B u ild in g , Room 432 
Juneau, A K  99801

Dear Representative Anderson:

The American Society o f Radio log ic Technologists, representing more than 100,000 medical 
imaging professionals na tiona lly inc lud ing 350 in A laska, is pleased to hear o f your 
in troduction o f HB 186 before the A laska Legislature.

The ASRT ’ s goals are educating the medical comm un ity and the pub lic about the benefits 
and risks o f rad io log ic and other diagnostic medical procedures w h ile p rov id ing safe, 
effective exam inations and treatments to patients. ASRT firm ly  believes that personnel 
perform ing diagnostic and therapeutic procedures on patients must be required to 
demonstrate competence through education and ce rtifica tion .

ASRT has pursued these goals by supporting the federal Consumer-Patient Radia tion Health 
and Safety A c t o f 1981, wh ich established basic ce rtifica tion and education guide lines fo r 
personnel who perform rad io log ic procedures. However there was no enforcement provis ion 
in this act, leaving the adoption o f ce rtifica tion and education standards to the discre tion o f 
each state. To date, on ly 36 states have enacted licensure, ce rtifica tion laws or regulations 
fo r medical im aging and radiation therapy professionals and the regulations va ry w ide ly from 
state to state. H ope fu lly South Carolina w il l be the 37lh state to enact a law that guarantees 
that all members o f the pub lic— young, old , male and female— receive safe and h igh -qua lity 
rad io log ic exam inations and treatments.

We have worked close ly w ith our state a ffilia te society, the A laska Society o f Radio log ic 
Technologists, to advocate education and credentia ling standards fo r persons who perform 
medical im aging, plan and de live r radiation therapy treatments fo r A laska ’ s citizens. Please 
feel free to call upon me in the ASRT Government Relations department i f  I can be o f fu rthe r 
assistance.

Sincerely,

Christine J. Lung
D irec to r o f Government Relations





F I S C A L  N O T E

ST A TE O F  A LA SK A
2003 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction):
Title Regional Development Org Tax Credit

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

1
HB 194
4/2/03

DCEDDept. Affected:
[BRU _____________________________
Component Comm Assistance & Economic Dev

405

Sponsor
Requester

Representative Anderson et al
House Community & Regional Affairs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

Community & Business Development 
2486

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) I 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-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark th is box (X) if funding for th is bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

This legislation would allow for a tax credit under th e  Alaska Net Income Tax Act not to exceed $10,000 for 
taxpayers making cash contributions to regional economic development organizations. This legislation 
does not impact the fiscal operations of the department.

Prepared by: 
Division

Approved by: 
Agency

Gene Kane, Acting Director Phone 907.269.4578
Community & Business Development Date/Time 3/28/03 5:19 PM

Edgar Blatchford, Commissioner Date 3/28/2003
Department of Community & Economic Development

(Rovismi 9/2002 OMB) Page 1 o f 1_



F I S C A L  N O T E

ST A T E  O F  A LA SK A
2003 L E G IS L A T IV E  SE SSIO N

Revision Date/1 .me (Note if correction): 
Title Regional Development

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

CSHB 194(L&C)
4/8/03

Organization Tax Credit

Dept. Affected: Revenue
*BRU
Component Tax Division

Revenue Operations

Sponsor
Requester

Representative Anderson
House Labor and Commerce

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

Note: Amount-; do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | I

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--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding fo r th is bill is included in the Governor’s FY 2004 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
This legislation allows taxpayers to tak > a credit against their Alaska corporate income taxes of up to $10,000 per 

year for cash contributions to a Regional Development Organization.

This legislation would not significantly reduce state revenues, in that any tax credits claimed under this new 
program would have to fall within the existing statutory $150,000 limit on corporate income tax credits per year per 
taxpayer. It is possible, however, that a taxpayer could choose to contribute to this program and therefore reduce its 
contribution under an existing tax credit program to stay within the limit.

The Tax Division does not expect any significant increase in its operational expenses from the new tax credit in 
this legislation.

Prepared by: Mark Graber, Tax Division
Division Tax Division

Phone 269-6620
Date/Time 4/3/03 2:46 PM

Approved by: 
Agency

Larry Persily, Deputy Commissioner Date 4/3/2003
Department of Revenue
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The LABOR AND COMMERCE Committee considered: HB 194

HOUSE BILL NO. 194 REGIONAL DEVELOPMENT ORG TAX CREDIT

"An Act creating a tax credit under the Alaska Net Income Tax Act for contributions to regional development 
organizations; and providing for an effective date."
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Alaska State Legislature
R e p r e s e n t a t i v e  T o m  A n d e r s o n

Official Business State Capitol 
Juneau, AK 99801-1182

Summary o f changes made to HB 194 in CS D raft 23-LS0773YH

Page 3
Sec. 7
Sec. 43.20.019

Language has been added at the request o f the D iv is ion o f Tax to indicate that the regional 
development organization must be designated as such by the Department o f Community and 
Econom ic Development. This is consistent w ith the sponsor’s intent that the tax credit be made 
available on ly fo r contributions to recognized ARDORs and w ill assist the D iv is ion o f Tax in 
readily determ in ing which contributions are e lig ib le to be claimed as tax credits.

April 7, 2003 -  HB 194 CS Draft 23-LS0773\H
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CS FOR HOUSE BILL NO. 194( )

IN  THE LEG IS LATURE OF TH E STATE OF A L A S K A  

TW EN TY -TH IR D  LEG IS LA TUR E - F IRST SESSION

BY

O ffered :
R e fe rred :

S p o n s o rs ) :  R E P R E S E N T A T IV E S  A N D E R SO N , K o h rin g , W ilson

A BILL 

FOR AN ACT ENTITLED 

"An Act creating a tax credit under the Alaska Net Income Tax Act for contributions to 

regional development organizations; and providing for an effective date."

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

* Section 1. AS 21.89.070(c) is amended to read:
(c) A  con tribu tion cla imed as a credit under this section may not

(1) be claimed as a cred it under more than one provis ion o f this title;

and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.075, AS 43.20.014, 43.20.019. AS 43.55.019, AS 43.56.018, 

AS 43.65.018, AS 43.75.018, o r AS 43.77.045, exceed $150,000.

*  Sec. 2. AS 21.89.070(c) is amended to read:
(c) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a cred it under more than one provis ion o f this title;

and

-1-
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1 (2) when combined w ith credits taken during the taxpayer’s tax year

2 under AS 21.89.075, AS 43.20.014, [43.20.019,] AS 43.55.019, AS 43.56.018,

3 AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

4 * Sec. 3. AS 21.89.075(c) is amended to read:
5 (c) A  contribu tion claimed by a taxpayer as a credit under this section may not

6 (1) be cla imed as a cred it under more than one prov is ion o f this title ;

7 (2) when combined w ith credits taken during the taxpayer's tax year

8 under AS 21.89.070, AS 43.20.014, 43.20.019, AS 43.55.019, AS 43.56.018,

9 AS 43.65.018, AS 43.75.018, o r AS 43.77.045, exceed $150,000; or

10 (3) be cla imed as a cred it unless the con tribu tion qualifies fo r the credit

11 under (d) o f this section.

12 * Sec. 4. AS 21.89.075(c) is amended to read:
13 (c) A contribu tion claimed by a taxpayer as a credit under this section may not

14 (1) be claimed as a credit under more than one provis ion o f this title ;

15 (2) when combined w ith credits taken during the taxpayer's tax year

16 under AS 21.89.070, AS 43.20.014, [45.20.019,] AS 43.55.019, AS 43.56.018,

17 AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000; or

18 (3) be cla imed as a cred it unless the con tribu tion qualifies fo r the credit

19 under (d) o f th is section.

20 * Sec. 5. AS 43.20.014(d) is amended to read:
21 (d) A  con tribu tion cla imed as a credit under this section may not

22 (1) be cla im ed as a credit under another prov is ion o f this title ;

23 (2) also be allowed as a deduction under 26 U.S.C. 170 against the tax

24 imposed by this chapter; and

25 (3) when combined w ith credits taken during the taxpayer's tax year

26 under AS 21.89.070, 21.89.075, AS 43.20.019, AS 43.55.019, AS 43.56.018,

27 AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

28 * Sec. 6. AS 43.20.014(d) is amended to read:

29 (d) A  contribu tion cla imed as a credit under this section may not

30 (1) be cla im ed as a cred it under another p rov is ion o f this title ;

31 (2) also be allowed as a deduction under 26 U.S.C. 170 against the tax

I WORK D R A FT WORK D R A FT 23-LS0773\F
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imposed by this chapter; and

(3) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, [AS 43.20.019,] AS 43.55.019, AS 43.56.018, 

AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

*  Sec. 7. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.019. Regional development organization tax credit, (a) For 

cash contribu tions accepted fo r direct operadon o f a regional development 

organization a taxpayer is allowed a tax credit equal to the amount o f the contribu tion , 

not to exceed $10,000. For purposes o f this subsection, "regional development 

organiza tion" means a nonpro fit organization or nonp ro fit corporation that

(1) was formed to encourage econom ic development w ith in a 

particu la r reg ion o f the state that includes the entire area o f each m un ic ipa lity w ith in 

that region;

(2) has a board o f directors that represents the region's econom ic, 

po litica l and social interests; and

(3) has been designated by the Department o f Community and 

Econom ic Development as a regional development organization.

(b) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a credit under another p rov is ion o f this title ;

(2) also be allowed as a deduction under 26 U.S.C. 170 against the tax 

imposed by this chapter; and

(3) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, AS 43.55.019, AS 43.56.018, 

AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

* Sec. 8. AS 43.55.019(d) is amended to read;

(d) A  con tribu tion cla imed as a credit under this section may not

(1) be cla imed as a cred it under another prov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, 43.20.019, AS 43.56.018,

AS 43.65.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

*  Sec. 9. AS 43.55.019(d) is amended to read:

-3-
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(d) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a credit under another prov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, [43.20.019,] AS 43.56.018,

AS 43.65.018, AS 43.75.018, o r AS 43.77.045, exceed $150,000.

* Sec. 10. AS 43.56.018(d) is amended to read:

(d) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a credit under another p rov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, 43.20.019, AS 43.55.019,

AS 43.65.018, AS 43.75.018, o r AS 43.77.045, exceed $150,000.

*  Sec. 11. AS 43.56.018(d) is amended to read:

(d) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a cred it under another prov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer’s tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, [43.20.019,] AS 43.55.019,

AS 43.65.018, AS 43.75.018, o r AS 43.77.045, exceed $150,000.

* Sec. 12. AS 43.65.018(d) is amended to read:

(d ) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a credit under another prov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, 43.20.019, AS 43.55.019,

AS 43.56.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

* Sec. 13. AS 43.65.018(d) is amended to read:

(d ) A  con tribu tion cla imed as a cred it under this section may not

(1) be cla imed as a cred it under another p rov is ion o f this title ; and

(2) when combined w ith credits taken during the taxpayer's tax year 

under AS 21.89.070, 21.89.075, AS 43.20.014, [43.20.019,] AS 43.55.019,

AS 43.56.018, AS 43.75.018, or AS 43.77.045, exceed $150,000.

*  Sec. 14. AS 43.75.018(d) is amended to read:

(d) A  con tribu tion cla imed as a cred it under this section may not

WORK DRAFT WORK DRAFT 23-LS0773VH
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