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Hidden Treasures MBP 
Juneau Montessori School, Southeast Alaska Friends of Montessori,

Juneau Dance Unlimited 
750 S t  A nn’s Ave., Douglas, AK 99824

February 01, 2004

House Labor and Commerce Committee 
House Finance Committee
Senate Leadership Conference/ Concurrence Committee 
State Capitol Building 
Juneau, AK 99801

Honorable Chairman and Members,

As we follow the progress of SB 102, moved from the House Finance Committee to the 
House Labor and Commerce Committee on January 28,2004, we realize that the language 
that prohibits all municipal taxation finds the opposition particularly from those 
municipalities that currently impose sales tax or other forms of local taxation.

As beneficiaries and administrators of a gaming operation in Juneau, we would like to 
propose a rather simple but effective compromise that will create a universal taxation 
platform that is sustainable and easily adjusted if necessary.

> Establish a Single, Realistic, and Universal Statewide Tax. 15% of the ideal net.

>  Change the Statutes to require reporting gaming activity by location.

>  Include Local Municipalities Proportionately in the Revenue Stream. This 
universal statewide tax will be collected by the distributors and split equally between 
the state and the municipalities based on where the funds are generated. (See Chart 1)

WHO WINS AND WHO LOOSES

>  The State is a Winner. This tax increase will represent over $3,000,000 of new 
revenue for the Slate as well as an opportunity to strengthen accountability in this 
industry. The State would virtually guarantee collection, force administrative excess 
out of the current system, and insure that every municipality retains some of the 
proceeds raised within its jurisdiction to cover the indirect costs of gambling in its 
community.

>  Local Municipalities Not Currently Taxing Gaming Are Winners.
The majority of municipalities in the State that do not have a local sales tax or other 
form of local taxation on gaming will receive a proportional share from this tax and 
will not only benefit financially, but also this will encourage more gaming proceeds 
to be put to use locally.



> Permit Holders are Winners.
This may seem contradictory considering the increased taxation. However, as we can 
demonstrate with our financial records, this taxation will flow from excessive 
administrative costs, rather than from proceeds non-profit organizations receive since 
the statutory minimum returns will remain the same at 30%.

With a stable taxation platform, permit holders will be able to start planning for their 
futures without constantly worrying about the possibility of unexpected new taxes or 
tax increases.

❖ Local Municipalities Currently Taxing are Partial Losers.
The eleven municipalities that currently impose sales tax or other form of local 
taxation on gaming will see a reduction on their revenue flow. However, it would be 
unrealistic for any gaming operation to be able to pay over 28% of the ideal net in 
combined state and local taxes, return the minimum 30% to the charities and remain 
in business. Without a compromise, these communities would face a total loss of 
revenue from gaming. A partial loss of revenue as our compromise suggests makes 
sense and it is fiscally sound statewide. These municipalities would receive their 
proportional share of revenue and will ensure that their communities will continue 
receiving the services provided by those non-profit organizations that depend on 
gaming funding.

❖ Operators, Gaming Managers, and Gaming Administrators are Losers.
It is well known the administrative excess existing in this industry. We cannot 
condone abuse of a state granted privilege. Operators, gaming managers and 
administrators will have to tighten their belts, increase their performance, and make 
their operations more efficient.

We encourage each of you to carefully study the objective numbers surrounding this issue 
and patiently tolerate the many hostile voices you are certain to encounter along the way. We 
are certain that with thorough examination of the farts, our proposed compromise will grow 
in merit. We believe our goals are not different than yours. While improving the 
accountability in this industry and thus adding more credibility to this type of fundraising, we 
can create a sustainable future for the countless non-profits diligently serving many Alaskan 
communities. And, with a stable revenue structure in this industry, participant municipalities 
will benefit financially while new revenue is added to the State funds.

The following pages are a detailed overview, including financial projections of our proposed
compromise.

Sincerely,

L.upita Alvarez Anna Eberhardt Mary Neary
JMS D octor JMS President JDU President
364-3535 321-3149 789-3994

Darla Buck David Sanden
SEAFOM Pres. Hidden Treasures Manager
586 "006 364-2890
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. ------  -Table-2 -^P opu la tiun-o f Alaska by Labor^Martket A rear Borough and-Gfinsu&Arca;-1990-2003-

Natural Nat
AK D O LW D  A K D O LW D  AK D O LW D Average Annual Increase Migration
Provisional Revised Rcvisod April 1 April 1 Change Rate of Change (%) (BlrtftvO«ath») On-Our)

Estimate Estimate Estimate Census C ensus 2000- 1990- 2000- 1990- 4/1/00- 4/1/00-
Area Naina 2003 2002 2001 2000 1990 2003 2000 2003 2000 6/30/03 6/30/03

Alaska 648.818 641,482 632.674 626,931 550,043 21,687 76.88B 1.1 1.3 22,356 •469

Anchorage Mat-Su Region 341.476 333,031 325.624 319,605 266,021 21,871 53,534 2.0 1.8 11,305 10,566
Anchorage Municipality 274.003 268,738 264,052 260.2B3 226,338 13,720 33,945 1.6 1.4 9.625 4,095
Malanuska-Susilna Borough 67,473 64,293 61.772 59,322 39,683 8.151 19,639 4.0 4.0 1,680 6,471

Gulf Coast Region 75,261 74,259 73.804 73,799 64,063 1,462 9,736 0.6 1.4 1,926 -464
Kenal Peninsula Borough 51,220 50,486 501.051 49,691 40,802 1,529 8,889 0.9 2.0 1,085 444
Kodiak Island Borough 13.811 13,664 13.623 13,913 13,309 -102 604 -0.2 0.4 574 •676
Valdoz-Cordova Census Area 10,230 10,100 10.130 10,195 9,952 35 243 0.1 0.2 267 -232

Interior Region 96,397 99,055 08.119 97,417 92.111 -1,020 5,306 -0.3 0.6 4,284 -5,304
Denali Borough 1,914 1,884 1,908 1,893 1,764 21 129 0.3 0.7 54 -33
Fairbanks North Star Borough 82.214 84,859 83,774 82,840 77,720 -626 5.120 -0.2 0.6 3.868 -4,492
Southeast Fairbanks Census Area 5,922 5,941 5.916 6,174 5.913 -252 2 0 t -1.3 0.4 233 -485
Yukon Koyukuk Census Area 6,347 6,371 6,521 6,510 6,714 -163 -204 - -0.8 -0.3 131 -294

Northern Region 23,905 23,840 23.735 23,789 20,380 116 3,409 0.1 1.5 1,253 •1.137
Nome Census Area 9,370 9,353 9-.307 9,196 8,288 174 908 0.6 1.0 467 -293
North Slope Borough 7,234 7,246 7.265 7,385 5,979 -151 1.406 -0.6 2.1 405 -556
Northwest Arctic Borough 7,301 7,241 7.163 7,208 6.113 93 1,095 0.4 1.6 381 -288

Southeast Region 71,841 71,935 72.128 73,082 68,989 -1,241 4,093 •0.5 0.6 1,637 -2,828
Haines Borough 2.327 2,362 2.380 2,392 2.117 -65 275 -0.8 12 4 -69
Juneau City and Borough 31,283 30,940 30.551 30,711 26,751 572 3,960 0.6 1.4 074 -302
Ketchikan Gateway Borough 13,548 13,697 13.051 14,059 13,828 -511 231 -1.1 0 2 270 -701
Prince of Wales-Outer Ketchikan C A 5,601 5,690 5.832 6,157 6,278 -556 -121 -2.9 ■0.2 152 -70B
Sitka City and Borough 8,391 8,812 BJKM 8,835 8,508 58 247 0.2 0.3 238 -182
Skagway-Hoonah-Angoon C A 3,164 3,243 3.390 3,436 3,680 -272 -244 -2.5 -0.7 -25 -247
Wrangell-Peterstiurg C ensus Aroa 6,336 6,471 6.621 6,684 7,042 -348 -358 -1.6 -0.5 63 -411
Yakuts! City and Borough 691 720 699 80S 705 -117 103 -4.8 1.4 11 -128

Southwest Region 39,938 3S.362 39.064 39,233 38,479 699 760 0.5 0.2 2,001 •1,302
Aleutians Eo st Borough 2.700 2,732 2.554 2,697 2.464 3 233 0.0 0.9 36 -33
Aleutians W est Census Area 5,420 5,075 5.263 5.465 9,47B -45 -4,013 -0.3 -5.4 71 -116
Bethel Census Area 16,774 16,529 16.184 16,046 13,656 728 2,390 1.4 1.6 1,084 •356
Bristol Buy Borough 1.105 1,165 1.179 1,258 1.410 -153 -152 •4.0 -1.1 31 -184
Dillingham Census Area 4,912 4,920 4.913 4,922 4,012 -10 910 -0.1 2.0 195 -205
Lake and Peninsula Borough 1.628 1,637 1.741 1,823 1,668 -195 155 -3.5 0.9 18 •213
Wado Hampton Census Area 7,399 7,304 7,230 7,028 5.791 371 1,237 1.6 1.9 566 •195

Source: Alaska Department of Labor and Workforce envelopment, Research and Analysis.



Executive Summary

2002 Gaming Industry Facts and Trends

The Division presents data in this report based upon permittee and operator annual reports filed 
as of July.30, 2003. The reader should note the following:

•

•  Gross receipts include the dollar value o f p lay-backs (winning pull-tabs which the p layer has 
returned to the seller in exchange for additional pull-tabs in lieu of receiving the prize in cash).

•  Adjusted gross income means gross receipts less prizes awarded and federal and municipal taxes paid 
on gross receipts. Adjusted gross income is the  amount available to pay gaming expenses and make 
distributions o f net proceeds.

•  Net proceeds means adjusted gross income less gaming expenses. Gaming expenses include the 3% 
pull-tab tax, permit fees, and the 1 % additional fee on permittee gaming profits.

•  The Division based (he 2002 calendar year perm itee data on 1,171 annual financial statements filed as of 
July 30, 2003. There are 77 annual reports outstanding and the Division excluded two erroneous o r 
incomplete reports.

•  The division issued 14 MBP permits in 2001 and 2002. All MBPs filed their reports.

•  The division issued 26 operator licenses in  2001 and 27 in 2002. All Operators filed their reports.

•  Fees and taxes collected by the division: FY-03 FY-02

3% Tax on Pull-Tabs: $2,115,146 $2,045,124
1% Additional Fee on Perm ittees'Gaming Profits: 341,561 325,218
Permit and License Fees: 128,600 141,863

$2,585,507 $2,512 ,205

* Distributors reported $2,007,000 of pull-tab tax paid for calendar year 2002.

Tax Division 2002 Gaming Annual Report 4



217  S e c o n d  S tree t, Su ite  200  • Ju n e a u , A laska 99801 

Tel (907) 586-1325  • Fax (907) 463 -5480  • www.akm l.org

M u n ic ip a l Pull T a b  R ev en u e  
C o m p ile d  A p ril 2 , 2004

M unicipality rate R evenue (based  on  ’03)
ju n e a u 5 %  o f  g ro ss S600,000

W asilla 2 .5 %  o f  ideal n e t 59,000

P a lm e r 3 %  o f  g ro ss

B e th e l 6%  “g am in g  ta x ” 5500 ,000

K o tz e b u e 6%  o f  g ro ss 580- 100 ,000

D illin g h am 6%  “g a m in g  ta x ” 5100,000
N o r th  P o le 3 %  o f  g ro ss 516,000
H o o n a h 5 %  o f  .gross 532 ,812

C h e v a k 3 %  (basis u n k n o w n )

N o m e 4 %  o f  g ro ss 5475 ,000

A lak an u k 3 %  o f  g ro ss
N o o rv ik 3 %  o f  g ro ss S9.388

M em ber of the  N ational L eague  o( C ities and  the  N ational A ssociation  of C ounties

http://www.akml.org
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MOUSE CS FOR CS FOR SENATE BILL NO. 102(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY T H E HOUSE LABOR AND C O M M E R C E  C O M M IT T E E

O ffered:
Referred:

Sponsor(s): SENATE RULES C O M M IT T E E  BY R EQ U EST OF TH E G O V E R N O R

A BILL 

FOR AN ACT ENTITLED 

"An A c t increasing the amount of revenue received by the state from charitable gaining 

activities, and relating to taxes on pull-tabs."

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

* Section 1. AS 05.15.128(a) is amended to read:

(a) The department shall revoke the license of an operator who does not

(1) report an adjusted gross income of at least 15 percent of gross 

income annually based on the total operation of the operator; [OR]

(2) pay to each authorizing permittee annually at least 30 percent of the 

adjusted gross income, as determined under (1) of this subsection, from a pull-tab 

activity or at least 10 percent of the adjusted gross income, as determined under (1) of 

this subsection, from a gaming activity other than pull-tabs, received from activities 

conducted on behalf of the authorizing permittee; or

(3) pay the tax imposed under AS 05.15.184.

* Sec. 2. AS 05.15.1S4 is amended to read:

WORK DRAFT WORK DRAFT WORK DRAFT

-1- HCS CSSB 102(L&C)
New Text: Underlined [DELETED TEXT BRACKETED]
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Sec. 05.15.184. Pull-tab tax. A pull-tab distributor shall collect a tax of 15 

[THREE] percent of [AN AMOUNT EQUAL TO] the ideal net on [GROSS 

RECEIPTS LESS PRIZES AWARDED ON] each series of pull-tab1' distributed. The 

pull-tab distributor shall pay to the department the tax collected in the preceding 

month at the time that the report under AS 05.15.183(d) is filed with the department.

* Sec. 3. AS 05.15.184 is amended by adding a new subsection to read:

(b) The tax levied under (a) of this section does not apply to pull-tabs 

distributed and sold or used in a municipality that is, on the effective date of this 

subsection, levying a sales or use tax on pull-tabs under AS 29.45.650(k) or 

29.45.700(g).

* Sec. 4. AS 29.10.200(51) is amended to read:

(51) AS 29.45.650(c), (d), (e), [AND] (f), and (k) (sales and use tax);

* Sec. 5. AS 29.10.200(52) is amended to read:

(52) AS 29.45.700(d)j [AND] (e), and (») (sales and use tax);

* Sec. 6. AS 29.45.650 is amended by adding a new subsection to read:

(k) A borough may not levy or collect a sales or use tax on pull-tabs used in 

charitable gaming unless the borough levied and collected that tax on pull-tabs used in 

charitable gaming on the effective date of this subsection. The tax must be levied on 

gross receipts or on the ideal net, as defined in AS 05.15.690. The rate of tax on gross 

receipts may not exceed five percent. The rate of tax on the ideal net may not exceed 

the rate imposed by the state under AS 05.15.184. This subsection applies to home 

rule and general law municipalities.

* See. 7. AS 29.45.700 is amended by adding a new subsection to read:

(g) A city may not levy or collect a sales or use tax on pull-tabs used in 

charitable gaming unless the city levied and collected that tax on pull-tabs used in 

charitable gaming on the effective date of this subsection. The tax must be levied on 

gross receipts or on the ideal net, as defined in AS 05.15.690. The rate of tax on gross 

receipts may not exceed five percent. The rate of tax on the ideal net may not exceed 

the rate imposed by the state under AS 05.15.184. This subsection applies to home 

rule and general law municipalities.

* See. 8. The uncodified law of the State of Alaska is amended by adding a new section to

WORK DRAFT WORK DRAFT 23-GS113l\U
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WORK DRAFT WORK DRAFT 23-GS1 !31\U

read:

2 TRANSITION: REGULATIONS. The Department of Revenue may proceed to adopt

3 regulations necessary to implement the changes made by this Act. The regulations take effect

4 under AS 44.62 (Administrative Procedure Act), but not before the effective date o f secs. 1 - 7 

3 of this Act.

-3- HCSCSSB 102(L&C)
New Text Underlined [DELETED TEXT BRACKETED]



F r a n k  H .  M u r k o w s k i  

G o v e r n o r

P.O. BOX 110001 
J u n e a u ,  A l a s k a  9 9 8 1 1 - 0 0 0 1  

( 9 0 7 )  4 6 5 - 3 5 0 0  
FA X  ( 9 0 7 )  4 6 5 - 3 5 3 2  

W W W .G O V .S T A T E .A K .U SG O V E R N O R @ G O V .S T A T E .A K .U S
S t a t e  o f  A l a s k a

O f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

March 5, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill designed to increase the am ount of state revenue received 
from charitable gaming fees and taxes.

Large am ounts of money are spent on bingo, pull-tabs, and other 
charitable gaming activities in Alaska. Gross receipts for calendar year 2001 
alone exceeded $351 million. Only $2.4 million of this am ount was paid to the 
state in taxes and fees. Charities only received $30.6 million. The rest, over 
$318 million went for prizes, rent, operator fees, and other expenses of gaming.

Because of the large sum s involved in charitable gaming, state 
government m ust devote significant resources to monitoring gaming activity. 
Despite the sta te’s best efforts, it is not enough. The state continues to find 
gaming enterprises where so much of the gaming receipts are used up paying 
ren t and other expenses that charities receive less than the minimum am ount 
required by law. This bill would reduce the strain on the state by increasing 
revenue. Additionally, the bill would assure the public tha t its money is going 
toward its intended purpose, through provisions requiring professional gaming 
operators and vendors to shoulder the burden of the enhanced tax imposed for 
their activities.

The tax on pull-tab sales has not been raised since 1988. This bill would 
increase the tax to five percent of the gross receipts of the games. The current 
rate is only three percent of the ideal net of the games. Ideal net is the am ount 
left over after all prizes are paid, assuming that every pull-tab game is sold.
The State of Alaska’s current pull-tab tax rate is significantly lower than the 
rates imposed by many other states. Oklahoma and M assachusetts collect a 
tax of 10 percent of the gross pull-tab receipts. Michigan collects a tax equal to 
40 percent of the net pull-tab profit.

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK.US
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The bill w ould also d iscourage the p rofessional gam ing opera to rs from 
p assin g  on the cost of the  tax  increase  to charity  by reducing  the expense cap 
on costs they can  p a ss  along to the charitab le  gam ing perm ittees for w hom  
they sell pu ll-tab  gam es. The bill w ould place sim ilar restric tions on vendors 
th a t  sell p u ll- tab s  in th e ir liquor e s tab lish m en ts  for charitab le  gam ing 
perm ittees.

It is e s tim ated  th a t  in fiscal year 2004, the  bill would raise an  additional 
$11 .5  million in revenue. The bill would raise  an  additional $12.5  million in 
each  su b se q u e n t fiscal year.

1 u rge your p rom pt an d  favorable action  on th is  m easure .

Sincerely,

F rank  H. M urkowski 
Governor



FISCAL NOTE
S T A T E  O F  A L A SK A

Revision Date/Time (Note if correction): 
Title Charitable gaming tax

Fiscal Note Number: 1
Bill Version: SB 102
(S) Publish Date: 3/6/03

Dept. Affected: Revenue
[BRU
Component

Revenue Operations
Tax Division

Sponsor
Requester

Rules Committee
Governor

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands o f Dollars)

2476

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

125.0 125.0 125.0 125.0 125.0 125.0
150 15.0 15.0 15.0 15.0 15.0
22.0 12.0 12.0 12.0 12.0 12.0

3.0 3.0 3.0 3.0 3.0 3.0
15.0

TOTAL OPERATING 180.0 155.0 155.0 155.0 155.0 155.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | 11,500.0 12,500.0 12,500.0 12,500.0 1 12,500.0 | 12,500.0

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)

180.0 155.0 155.0 155.0 155.0 155.0

TOTAL 180.0 155.0 155.0 155.0 155.0 155.0

Estimate of any current year (FY2003) cost: 0 0
Mark this box (X) if funding for th is bill is included in the Governor's FY 2004 budget proposal:

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

ANALYSIS: (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 fora 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: Jeff Prather and Larry Meyers_____________________________  Phone 465-3410
Division Tax Division Date/Time 3/5/03 2:10 PM

Approved by: Larry Persily, Deputy Commissioner________________________ Date 3/5/2003
Agency Department of Revenue__________________________________



Department of Revenue 
Charitable Gaming Tax 

SB 102 FN #1 Page 2 of 2

O pera ting  E xpend itu res

The Department of Revenue is requesting general fund program receipts to cover the cost of one 
Revenue Auditor 111 position and an Investigator III position. With such a large increase in taxes 
due the state (an estimated $12.5 million per year), the department anticipates the need to 
strenuously verify the gross receipts that the new tax increase is based upon. A lack of sufficient 
staff to verify, a. dit and enforce the state’s higher charitable gaming tax rate would exacerbate 
an already serious shortage in the state’s enforcement effort.

The incidence of 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 of 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 of $15,000 for equipment and 
$10,000 for start-up contractual costs.

C om parison  to o th e r  s tates

The National Association of 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 tc or greater than 5% of gross receipts on pull-tabs, the two highest being 
Massachusetts and Oklahoma, both with a 10% tax on gross receipts.



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

Revision Date/Time (Note if correction): 
Title Charitable gaming revenue

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

Dept. Affected: 
’ B R U

Component

CSSB102(STA)
5/7/03

Revenue
Revenue Operations
Tax Division

Sponsor
Requester

Rules Committee
Senate Finance Committee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

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 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

TOTAL OPERATING 180.0 155.0 155,0 155.0 155.0 155.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 9,000.0 1 0 ,000.0 1 0 ,000.0 1 0 ,000.0 1 0 ,000.0 1 0 ,000.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
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)

TOTAL 180.0 155.0 155.0 155.0 155.0 155.0

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 2 2 2 2 2 2
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
This legislation would increase the state's charitable gaming tax rate from 3 percent of net on pull-tabs (actual 

gross less prizes) to 15 percent of ideal net for pull-tabs (the amount that would be left after prizes assuming all of the 
pull-tabs in a series aie sold). This marks the first change in tax rates since 1988. This legislation would not change 
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 $10 million in additional state revenue for a full fiscal year, with approximately $9 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

Jeff Prather and Larry Meyers Phone 465-3410
Tax Division Date/Time 5/6/03 6:22 PM

Larry Persily, Deputy Commissioner Date 5/6/2003
Department of Revenue

(Revised 9/2002 OMB) P age  1 of _2__



Department of Revenue 
Charitable Gaming Revenue 
CSSB 102(STA) FN #2

Page 2 of 2

Operating Expenditures

The Department of Revenue is requesting genera! fund program receipts to cover the cost of one 
Revenue Auditor III position and an Investigator III position. With such a large increase in taxes 
due the state (an estimated $10 million per year), the department anticipates the need to 
strenuously verify the ideal net that the tax increase is based upon. A lack of sufficient staff to 
verify, audit and enforce the stale’s higher charitable gaming tax rate would exacerbate an 
already serious shortage in the state’s enforcement effort.

The projected annual salary cost for these new positions totals $125,000.

The department is also requesting one-time Fiscal 2004 funding of $15,000 for equipment and 
$10,000 for start-up contractual costs.
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Sponsor Statement 
Senate Bill 210

“An Act relating to the computation of overtime; 
and providing for an effective date.”

By the Senate L abo r & Commerce Committee

This legislation is designed to protect Alaska employers who properly 
calculated overtime wages for their employees prior to the effective date of 
Ch. 43, SLA 99 (HB201), and correct an erroneous judicial interpretation of 
Alaska’s Wage and Hour Act.

In 1999 the Alaska Legislature passed HB 201 dealing with the issue of wage 
“pyramiding” (paying overtime wages more than once for the same hour of 
overtime work). Unfortunately, a last minute amendment deleted the Act’s 
retroactive effective date (April 1, 1997). Though future claims were clearly 
precluded, those claims existing on or before the effective date of HB 201 
remained active. As a result several employers were sued for calculating 
overtime wages exactly how the Alaska Department of Labor had instructed 
them to do it. Every other business in the state used the same method.

This measure, once and for all, brings certainty to the interpretation of 
computing overtime under Alaska’s Wage & Hour Act. These changes are 
consistent with both concerns and policy goals expressed by the Legislature 
in the enactment of Chapter 43, SLA 99 and official State Department of 
Labor practices going back to pre-statehood.
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ANALYSIS: (Attach a separate page if necessary)

This bill will retroactively change overtime pay requirements for certain claims during the period of 
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of this legislation,

Prepared by: 
Division:

Approved by: 
Agency:

(Rev 1/20(2000 OMB)

Grey Mitchell, Director Phone: 465-4855
Labor Standards and Safety Date/Time: 5/2/03 1:39 PM

Greg O’Claray, Commissioner Date: 05/02/03
Department of Labor and Workforce Development________

For distribution information, call the Governor's Legislative Office
P a g e _ _ 1  o f  1__



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6 th St., Rm. 329

M E M O R A N D U M April 22, 2003

SUBJECT: Retroactive application of 1999 legislative changes to 
AS 23.10.060(b) (Work Order No. 23- LSI 025)

TO: Senator Con Bunde

FROM: Barbara R. Craver 
Legislative Counse

Ch. 43, SLA 1999, amending AS 23.10.060(b), is an enactment that clarifies that the 
Alaska Wage and Hour Act (AS 23.10) does not allow "pyramiding." Pyramiding is 
paying overtime wages more than once for the same hour o f overtime work.

You have asked whether there would be any legal issues raised by a bill which made the 
changes to AS 23.10.060(b) that were enacted in ch. 43, SLA 1999 retroactive to the 
payment o f overtime wages before the bill's effective date of June 2, 1999. In other 
words, the bill would apply the change to AS 23.10.060(b) to give effect as to wages 
earned prior to June 2, 1999. The effect would be to remove any claims a person might 
have against an employer who paid them without pyramiding overtime pay for work 
performed prior to June 2, 1999. Any person who had a final court judgment for 
pyramided overtime pay would not be affected. HB 201 in the 21st legislature, the 
source of ch. 43, SLA 1999, had a retroactive section which was removed at the 'ast 
minute.

My initial response to your question as to whether a retroactive application would be 
constitutional was no, it would violate the due process rights of persons who had worked 
overtime prior to the effective date o f the changes. You authorized me to speak to 
attorney Dan Grauz who represents Holland America in a case brought by Stuart Hallam 
in regard to overtime wages. Mr. Grauz referred me to Dave Oesting and Erik Jenkins, 
attorneys with Davis, Wright and Tremaine in Anchorage. Mr. Oesting and Mr. Jenkins 
provided me with a very detailed legal memoranda explaining why making the 1999 
changes retroactive would not violate the Alaska constitution and its prohibition against 
impairing existing contracts. A copy of their analysis is enclosed.

A very brief summary of their argument is: the right to overtime under AS 23.10.060(b) 
is a statutory right which does not "vest" until reduced to final court judgment. A 
person's due process rights are not violated if that person becomes deprived of a right to 
sue under a statute which had formerly given them a claim, but that statute was changed



Senator Con Bunde 
April 22, 2003 
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or removed prior to a final court judgment. This is a fairly uncommon situation, and 
there are only a few court cases, none in Alaska.

I have read the cases referred to by Mr. Oesting and Mr. Jenkins and researched to see if 
any o f them had been overruled on the points relied on for their argument. It appears that 
their argument is sound. Because the Alaska court has not ruled on this exact issue, I can 
only speculate as to the outcome of a lawsuit on this point. However, the arguments 
made in the memorandum are persuasive, and I am not aware of any contrary case law on 
the point at issue. Because this issue has not been ruled on in Alaska, I cannot be certain, 
but using the arguments and cases cited in the memorandum from Davis, Wright and 
Tremaine, it seems more than likely that a retroactive law in this area would not be found 
to unconstitutionally violate due process.

If I may be o f further assistance, please advise.

BRC:mdr 
03-078.mdr

Enclosure
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Davis W right Trem aine LLP
A N C H O R A G E  O F F I C E

DATE: April 7, 2003

FROM: David Oesting
Eric Jenkins

TO: Barbara Craver

RE: Retroactive Application of Amendments to the Alaska Wage and 
Hour Act

Question Presented

Can the Alaska Legislature retroactively amend AS 23.10.060(b) to 
foreclose pyramiding o f daily and weekly overtime hours?

Yes. Retroactive amendment of statutory schemes is permitted provided that 
the legislature clearly expresses its intent and the proposed amendment does not 
deprive parties of property rights without due process. Where a right of action 
does not exist at common law but instead depends solely upon statute, that right 
does vest until reduced to a final unappealable judgment Statutory rights, by their 
very nature, arc acquired and pursued with the knowledge that the statute upon 
which they depend may be amended or repealed at any time by the legislature, 
thereby altering or extinguishing the right. Federal courts have examined at least 
two prominent retroactive amendments to the Fair Labor Standards Act (“FLSA”) 
and upheld both amendments in the face of constitutional challenges.

In 1999, the Alaska Legislature amended AS 23.10.060(b) to correct an 
erroneous judicial interpretation of the statute that authorized the so-called 
“pyramiding” of overtime hours. Pyramiding permits an employee to be paid both 
daily and weekly overtime for the same hour of work. For example, an employee

ANC 66677v I 20397-52
4,7.03

Brief Answer

Background



who works ten hours on Monday and eight hours on each o f the rem aining four 
days of the week (42 total hours), would receive 2 hours o f overtime for having 
worked in excess o f eight hours on Monday, and an additional two hours o f  weekly 
overtime because the final two hours on Friday exceed the 40 hour weekly total. 
Thus, pyramiding grants the employee four hours o f overtime for tw o hours of 
additional work. Even more peculiar, however, is the fact that an employee who 
worked ten hours on Friday and eight hours the first four days o f the week, would 
receive only two hours o f  overtime despite having worked the exact same 
workweek. The California Court o f  Appeals noted the irrational results'produced 
hy pyramiding when it rejected pyramiding as a proper construction o f California 
law in Monzon v. Shaefer Ambulance Service. Inc.. 273 Cal.Rptr. 615, 627 (1990).

Not surprisingly, pyramiding conflicts with the consistent and longstanding 
instructions given to Alaska employers by the Alaska Department o f  Labor 
(“DOL”). See Department o f  Labor, Wage and Hour Opinion Letter #63 (March 
5, 1987); See Wage & H our Opinion Letter # 120 (April 25, 1997); Wage & Hour 
Opinion Letter # 127 (April 7, 1998). DOL Commissioner Ed Flannagan testified 
in support o f the 1999 legislature before the House Labor and Commerce 
Committee and noted that pyramiding created an unfair and unjustified obligation 
for employers who have been paying overtime in accordance with the DO L’s own 
instructions for decades. The Alaska Legislature responded by promptly passing 
(with only a single vote in opposition) legislation which amended AS 23.10.060(b) 
and confirmed that the statute was not intended to require pyramiding o f overtime 
hours. The legislation that is currently under consideration would make that 
amendment retroactive and would protect employers who paid overtime in good 
faith prior to the 1999 amendments.

Discussion

A. Retroactive Legislation is Permitted Provided that the Legislature Clearly
Expresses Its Intent and the Legislation Does Not Deprive Parties o f
Property Rights W ithout Due Process.

The ability o f the Alaska Legislature to pass retroactive legislation is 
recognized by AS 01.10.090, which states that legislation will be assumed to 
operate prospectively unless the enacting legislation expressly declares otherwise.
See also State. Alcoholic Bev. Cont. Bd. v. Odom Corp.. 671 P.2d375, 377 
(AJaska 1983) (referencing AS 01,10.090 and noting that “ [h]ad the legislatuie

ANC <i(i(i77vl 20397.57. 
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stated expressly that it intended the revised fee schedule to apply retroactively to 
January 1, 1980, we have no doubt that such retroactivity would be perm issible.'’)

While prospective application is contemplated for the m ajority o f  legislation, 
courts have long recognized that the legislature not only has the pow er to pass 
retroactive legislation, but that retroactive laws often serve important purposes:

It may be said that this legislation is retroactive; and as applied to the 
case before us, it is so. But there is no constitutional inhibition 
against retrospective laws. Though generally distrusted, they are 
beneficial and sometimes necessary. Where they violate no provision 
o f  the Constitution o f  the United States, there exists no power iru this 
Court to declare them void. v&r

Cr QJ'
Ferrer v. Waterman S.S. Corp., 76 F.Supp. 601 (D.P.R. 1948). The Ninth Circuit 
Court o f  Appeals reaffirmed these principles in Austin v. City o f  Bisbee. Ariz.. 855^Aj-̂ Vs, 
F.2d 1429, 1435 (9,h Cir. 1988), noting: ?

The retroactive application o f a federal statute (other than an ex post 
facto law or a bill o f  attainder) is not forbidden under the Constitution 
so long as due process requirements are m et

Like Ferrer, the Austin court was examining the constitutionality o f  a retroactive 
amendment to the FLSA.

B. Retroactive Amendment o f AS 23 .10.06Q('b') Does Not Impair Vested Rights 
or Violate Due Process.

The Due Process Clause o f the Federal Constitution, and its Alaska 
counterpart, prohibit the government from depriving persons of property without 
due process o f law. Austin. 855 F.2d at 1435-36. Within the context o f  economic 
legislation, due process requires that government actions which implicate protected 
property rights be neither arbitrary nor irrational.

Even if  Austin had a cognizable property right to overtime 
compensation his claim fails on due process grounds. The FLSA is 
one o f  myriad legislative Acts adjusting the burdens and benefits o f 
economic life. Such legislation comes to the Court with a 
presumption, o f constitutionality, and the burden is on the one

ANC(i6677vl 20397-52
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complaining o f a due process violation to establish that the legislature 
has acted in an arbitrary and irrational way . . .  Retroactive application 
of economic legislation meets the test o f due process simply if  
retroactive application o f  the legislation is itself justified by a rational 
legislative purpose.

Austin, 855 F.2d at 14r j  (internal citations omitted). See also Gracyzk, 229 
Cal.Rptr. at 501 (“Vested rights are not immutable; the state, exercising its police 
power may impair such rights when considered reasonably necessary to protect the 
health, safety, morals and general welfare of the people.”).

Retroactive amendment o f AS 23 .10.060(b) would thus be proscribed by the 
Due Process Clause only if: (1) property rights which are cognizable under the 
Due Process Clause would thereby by circumscribed; and (2) retroactive 
amendment o f the statute would be arbitrary or irrational.

I . Retroactive amendment o f AS 23 .10 ,060^  does not impair any 
protected property rights.

Rights that are created by statutory schemes such as the FLSA and the 
Alaska Wage and Hour Act are inchoate and do not become vested property rights 
until reduced to final judgment.

Rights under the Fair Labor Standards Act came into existence only 
by virtue o f  an act o f  Congress. These rights did not exist at common 
law, nor were they established by the Constitution. Therefore, since 
these rights were created by the Congress, they may be taken away in 
whole or in part, or altered, by Congress which established them at 
any time before they have ripened into a final judgment.

Ferrer. 76 F.Supp. at 603 (citing cases). See also Graczvk v. W orkers7 Comp. 
Appeals Bd.. 229 Cal.Rptr. 494, 501 n.5 (1986) (“The justification for the rule that 
a statutory right o f action may be repealed is that all statutory remedies are pursued 
with full realization that the Legislature may abolish the right to recover at any 
time.”).

In Austin, the Ninth Circuit reiterated the analysis set forth in Femer and 
Graczvk. and applied that analysis to hold that no protected property rights were 
implicated by retroactive amendment o f  the FLSA;

ANC 66677VI 20397-52

4.7.03 4



OM/UJ/4W*/ JLM.i1 r.lA  tfU) AO/ OOOO l/P l /lllV̂ IIUIVAVaC. X

In the case at bar, the overtime had been performed and suit for its 
compensation had been commenced by Austin prior to the effective 
date o f the amendments. We nonetheless find that in this instance 
Austin was not deprived o f a right without due process . . .  A cause o f  
action is a species o f  property protected by the Fourteenth 
Amendment’s Due Process Clause. However, it is inchoate and 
affords no definite or enforceable property right until reduced to final 
judgment. Thus Austin perfected no right in his cause o f  action 
before the amendments were passed. Nor does he possess a vested 
right in overtime compensation, Property rights to public benefits are 
defined by the statutes or customs that create the benefits. When as 
here, the statute authorizing the benefits is amended or repealed, the 
property right disappears.

Austin. 855 F.2d at 1435-36 (internal citations omitted). It is for this reason that 
Alaska, like most other states, has enacted a general savings statute (AS 01.10.100) 
which provides that the repeal o f a statute shall not extinguish any liability incurred 
under that statute unless the enacting legislation expressly so provides.

2. Retroactive amendment o f  AS 23.10.06003) is neither arbitrary nor 
irrational.

Even i f  amendment o f AS 23.10.060(b) could be said to impact protected 
pr operty rights -  which it docs not -  it would not violate due process unless the 
legislature acted in a m anner that was arbitrary or irrational. The retroactive 
amendments to the FLSA at issue in Austin and Ferrer are particularly instructive 
in addressing the justification for, and efficacy of, retroactive amendment o f  AS 
23.10.060.

a. Austin v. City o f Bisbee. Ariz.

In 1985, the U.S. Supreme Court decided Garcia v. San Antonio 
Metropolitan Transit Authority. 469 U.S. 528 (1985). Garcia rewrote the 
landscape o f federalism and held that state and local government entities were 
subject to the FLSA. Nine months after Garcia was decided, Congress stepped in 
to retroactively exempt cities and states from compliance with the FLSA and grant 
state and local governments a transitional period o f slightly in excess o f a year

ANC66677v I 20397-52
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within which to adjust budgets to the unexpected liability created by Garcia. 
Austin. 855 F.2d at 1434-35.

Austin was one o f  a number o f plaintiffs who brought suit for alleged 
violations of the FLSA during, the transition period, claiming that Congress 
exceeded its authority in retroactively exempting municipal governments from 
compliance with the FLSA. Austin both performed the work at issue, and filed 
suit, prior to the passage o f  legislation exempting his employer from compliance 
with the FLSA. Austin. 855 F.2d at 1435. Nevertheless, the Ninth Circuit held 
that the amendment did not disturb any protected property rights, and that 
Congress’ decision to retroactively exempt state and municipal governments was 
neither arbitrary nor irrational. Rather, given the unexpected liability created by 
Garcia, the Ninth Circuit concluded that it v/as entirely reasonable to retroactively 
amend the FLSA and provide state and local governments with a transition period 
within which to adjust work practices, staffing patterns, and fiscal priorities. Id. at 
1436.

b. F en sr v. Waterman S.S. Corp.

Ferrer involved a constitutional challenge to passage o f the Portal-to-Portal 
Pay Act (codified at 29 U.S.C. §§251 -62), an early amendment to the FLSA. The 
Portal-to-Portal Pay Act addressed, among other things, whether time spent 
walking to worksites, and other preliminary activities on the premises o f  the 
employer, constituted compensable work under the FLSA. Ellen C. Kearns, The 
Fair Labor Standards A ct 19-20 (1999); Hollingsworth v. Federal Mining & 
Smelting Co.. 74 F.Supp. 1009 (D.Idaho 1947). Congress passed the Act in 
response to the U.S. Supreme Court’s decision in Anderson v. Mount Clemens 
Pottery Co.. 328 U.S. 680 (1946), which held that such activities did indeed 
constitute compensable work time. I d  The Portal-to-Portal Act declared that such 
activities, whether undertaken before or after passage of the Act, were' 
compensable only if  made so by an express provision in a contract o f employment. 
See 29 U.S.C. §§ 252-54; Ellen C. Keams, The Fair Labor Standards Act 19-20 
(1999).

Congress explained the justifications for passage o f the Portal-to-Portal Pay 
Act in 29 U.S.C. §251:

The Congress finds that the Fair Labor Standards Act o f 1938, as 
amended 29 U.S.C.A § 201 et seq., has been interpreted judicially in

ANC 66677VI 20397-52
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disregard o f  long-standing customs, practices, and contracts between 
employers and employees, thereby creating wholly unexpected 
liabilities, immense in amount and retroactive in operation [because 
court decisions necessarily operate retroactively] upon employers with 
the result that, i f  said Act as so interpreted or claims arising under 
such interpretations were permitted to stand, (1) the payment o f such 
liabilities would bring about the financial ruin o f  many employers and 
seriously impair the capital resources of many others . . .

Despite the fact that it applied to pre-enactment conduct, the courts rejected any 
contention that retroactive amendment o f the FLSA disturbed vested rights and 
upheld the Portal-to-Portal Pay Act as a valid exercise o f Congress’ power. See, 
e.g.. Ferrer. 76 F.Supp. at 603; Hollingsworth. 74 F.Supp. at 1023; Holland v. 
General Motors Corp.. 75 F.Supp. 274,278-79 (W.D.N.Y. 1947). Statutory rights 
are pursued with the realization that the repeal or amendment of the statute may 
alter or extinguish those rights at any time. Id.

Like the legislation at issue in Austin and Ferrer, the 1999 amendments to 
the Alaska Wage and Hour Act were passed in response to a  judicial decision that 
the Alaska Legislature declared to be erroneous and. a serious threat to Alaska 
employers if not promptly corrected. See 1999 SI,A Ch. 43 § (1). Whatever rights 
are claimed in reliance upon the prior version of the statute are inchoate and afford 
no definite or enforceable property right until reduced to final judgm ent Passage 
o f legislation retroactively amending AS 23.10.060 would by no means be 
arbitrary or irrational, nor would it implicate legally cognizable property rights. 
Indeed, since the judicial interpretation adopting pyramiding was rendered by a 
lower court, rather than the Alaska Supreme Court, any due process challenge 
would be all the more tenuous.

C. Retroactive Amendment o f  AS 23.10.060 Would Not Impair the Obligation 
o f Contracts.

A final challenge to retroactive amendment o f statutory schemes such as the 
FLSA and Alaska Wage and Hour Act is that such amendments violate the 
Contract Clause o f  the federal constitution. The Contract Clause prohibits 
legislative bodies from passing legislation that impairs the obligation of contracts. 
Retroactive amendment o f  the FLSA, it is argued, impairs the obligation of 
contracts since the key provisions o f the FLSA are considered to be a part o f all

ANC 66677v 1 20397-S2
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contracts o f employment. The Alaska Wage and Hour Act also contains such a 
provision. See AS 23.10.060(c).

Ferrer considered and rejected the contention that retroactive application o f  
the Portal-to-Portal Pay A ct impaired the obligation o f  contracts:

Even though it be conceded, which it is not, that the Fair Labor 
Standards Act, 29 U.S.C.A. § 201 et seq., created a contractual right at 
law which must be read into ever contract o f employment covered by 
it, there is nothing to prevent Congress, in the exercise o f the 
commerce clause power to modify that right. Contracts, however, 
express, cannot fetter the constitutional authority o f  the Congress.
Contracts may create rights o f property, but, when contracts deal with 
a subject-matter which lies within the control o f the Congress, they 
have a congenital infirmity. Parties cannot remove their transactions 
from the reach o f  dominant constitutional power by making contracts 
about them.

Ferrer. 76 F.Supp. at 603 (quoting Norman v. Baltimore & O.R. Co.. 294 U.S. 240 
(1935). Thus, although the provisions of the FLSA and Alaska Wage and Hour 
Act are inco. porated into every contract o f employment, the right o f the legislature 
to amend or eliminate those rights is also included. Were the rule otherwise, the 
obligations o f  the parties under multi-year contracts o f employment would be 
unconstitutionally impaired every time amendments are made to the FLSA or 
Alaska Wage and Hour Act.

Conclusion

Retroactive amendment o f AS 23.10.060 is permissible. Statutory rights are 
pursued with full knowledge that the legislature may amend or repeal the statute 
upon which those rights depend at any time. Retroactive amendments which 
impact statutory rights do not implicate property interests which are entitled to 
protection under the Due Process Clause. Moreover, even where protected rights 
are at issue, government action may circumscribe those rights provided that the 
government does not act in a manner that is arbitrary or irrational. Amending AS 
23.10.060 in the proposed manner is neither arbitrary nor irrational. Rather, it is 
consistent with the concerns and policy goals expressed by the Alaska Legislature 
in 1999 SLA Ch. 43 § 1.

ANC ft6677vl 20397-52
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In 2001 (FY02) the Legislature approved the Alaska Travel Industry Association 
(ATIA) Millennium Plan calling for a requirement of 70/30 match; 70% state 
contribution and 30% industry contribution to fund the statewide tourism 
marketing program. The Industry contribution (match) is generated from small 
Alaskan tourism businesses in addition to cruise lines and Convention and Visitor 
Bureaus (CVBs).

In FY03, the statute required that the Industry match increase from 30% to 60% 
while state funds were reduced from 70% to 40%. This match proved to be an 
ambitious goal set by the industry. This 40/60 split scenario has been a severe 
challenge for the industry, requiring ATIA to use reserves in order to meet the 
match. Association reserves have now been depleted.

Even though ATIA has increased their revenue-generated match from $2 million 
in FY01 to over $5 million in FY03 & FY04, we have never been able to meet the 
60% match requirement. It was an ambitious goal and we accomplished over 
83% of the target. Alaska’s sluggish tourism market has resulted in declining 
Convention and Visitors’ Bureau (CVB) contributions due to reduced hotel 
revenues in their respective communities. Additionally, since 9/11, the declining 
independent traveler market has detrimentally impacted small independent 
Alaska tour businesses. Our matching revenue opportunities have been 
negatively affected.

Not being able to meet the required match has impacted many FY04 programs 
and caused us to defer them until FY05. This in turn will impact the FY05 budget 
and place us in a similar predicament at this stage next year. Allowing for a 
50/50 split would not take any additional funds from the state coffers, but simply 
allow ATIA to utilize the funds that have been allocated.

Existing Plan (60/40)____________  Revised Plan (50/50)
Industry 
Contributions 
(Cruise, CVB’s and 
AK businesses)

$6.0 million Industry 
Contributions 
(Cruise, CVB’s and 
AK businesses)

$5.1 million

State Contribution $4.0 million State Contribution $4.0 million
Total Existing Plan $10 million Total Revised Plan $9.1 million
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RESUME OF EXPERIENCE AND BACKGROUND 
fo r 

GARY P. BADER 
May 3, 2004

PERSONAL, DATA

AGE 63, BORN IN KETCHIKAN ALASKA 1940 
MARRIED, 5 CHILDREN 
EXCELLENT HEALTH
PAST STATE PERSONNEL BOARD CHAIRMAN
PAST PUBLIC EMPLOYEE RETIREMENT BOARD VICE CHAIRMAN
PAST PUBLIC EMPLOYEES RETIREMENT BOARD MEMBER
PAST ANCHORAGE YMCA BOARD MEMBER/TRUSTEE
PAST ANCHORAGE TELEPHONE UTILITY LABOR BOARD
PAST SCIENCE ALLIANCE BOARD MEMBER
PAST ANCH. PROBLEM RESOLUTION CORP. BOARD MEMBER
PAST VICE PRESIDENT, ANCHORAGE NATIVE CAUCUS
SHAREHOLDER, SEALASKA REGIONAL CORPORATION
Address: 10701 Glazanof Drive

Anchorage, Alaska, 99507-6487 
Home 907-346-2719 
Fax 907-346-4679 
E-mail GBader8637@aol.com

EDUCATION
GRADUATE, JUNEAU HIGH SCHOOL, 1960
GRADUATE, RCA INSTITUTES SCHOOL OF ELECTRONICS, 1965
UNIVERSITY OF ALASKA, PERSONNEL RELATED COURSES

1
Fax Received 
MAY 0 3 2004

Office of the Governor

mailto:GBader8637@aol.com
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SIGNIFICANT WORK EXPERIENCE

4/65 TO 5/71: COMMUNICATIONS AND RADAR TECHNICIAN 
FOR RCA MISSILE TEST PROJECT IN THE BAHAMAS AND WEST 
INDIES

5/71 TO 4/74: COMMUNICATIONS TECHNICIAN FOR RCA 
ALASKA COMMUNICATIONS SYSTEM IN JUNEAU

4/74 TO 8/74: OMBUDSMAN FOR RCA ALASCOM.

8/74 TO 3/75: EMPLOYEE AFFAIRS ADMINISTRATOR FOR RCA 
ALASCOM. RESPONSIBLE FOR EEO AND DEVELOPING AAP’S

3/75 TO 11/78: LABOR RELATIONS MANAGER FOR RCA 
ALASCOM. NEGOTIATED AND ADMINISTERED STATE WIDE 
LABOR AGREEMENT WITH TEAMSTERS LOCAL 959

11/78 TO 7/79: MANAGER, EMPLOYEE RELATIONS FOR RCA 
ALASCOM. RESPONSIBLE FOR MANAGING HR FOR NON­
REPRESENTED EMPLOYEES

07/79 TO 6/81: LABOR RELATIONS MANAGER FOR ALYESKA 
PIPELINE. APPROXIMATE $500,000.00 BUDGET

* SUCCESSFULLY MAINTAINED NON-UNION STATUS OF 1300 
MEMBER WORK FORCE DURING 2 MAJOR UNIONIZATION 
ATTEMPTS

* SUCCESSFULLY MANAGED PROJECT LABOR AGREEMENT 
DURING CONSTRUCTION OF PUMP STATIONS 2 AND 7 WITH 
NO WORK STOPPAGES OR SLOW DOWNS

6/81 TO 4/90: HUMAN RESOURCES MANAGER FOR ALYESKA 
PIPELINE. BUDGET VARIED FROM $2,000,000 TO $5,000,000

2
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* MANAGED THE SAFETY, HEALTH, AND FIRE PROTECTION 
PROGRAM FOR 1300 EMPLOYEES ON ALL PIPELINE/TERMINAL 
LOCATIONS. SUCCESSFULLY REWROTE SAFETY-LOSS CONTROL 
PROGRAM AND CONDUCTED EXTENSIVE SAFETY-LOSS AUDITS 
SYSTEM WIDE

* MANAGED ALYESKA’S EMPLOYMENT FUNCTION DURING 
TIMES OF GROWTH AND DECLINE SUCCESSFULLY WITH NO 
ADVERSE LEGAL DECISIONS BECAUSE OF ERRORS IN 
EMPLOYMENT OR LAYOFF ACTIONS. MANAGED EEO AND 
AFFIRMATIVE ACTION PROGRAMS

* MANAGED ALYESKA’S PERSONNEL ADMINISTRATION 
FUNCTION INCLUDING MOST EMPLOYEE RELATED POLICIES 
AND PROCEDURES; A LARGE HOME SALE/EMPLOYEE 
RELOCATION PROGRAM; AND ALYESKA’S HR FIELD 
REPRESENTATIVES PROGRAM

* MANAGED ALYESKA’S MEDICAL/HEALTH PROGRAM 
INCLUDING URBAN AND FIELD MEDICAL SUPPORT 
PERSONNEL/TECHNICIANS AT 11 LOCATIONS UNDER THE 
AUSPICES OF A STATE LICENSED M.D.. DEVELOPED AND 
IMPLEMENTED D.O.T. REQUIRED DRUG TESTING COMPANY 
WIDE

* MANAGED ALYESKA’S LABOR RELATIONS PROGRAM 
INCLUDING MAINTENANCE OF NONUNION STATUS, 
RESPONSIBLE FOR LINE WIDE MAINTENANCE LABOR 
AGREEMENT, PROJECT LABOR AGREEMENT, AND ALL EMPLOYEE 
RELATED LAW SUITS. 100% SUCCESS ON ALL LAW SUITS, EEO 
CHARGES, ARBITRATION’S, AND EMPLOYEE PROBLEM 
RESOLUTIONS. DEVELOPED AND PRESENTED EEO, SEXUAL 
HARASSMENT, AND DRUG TESTING TRAINING SESSIONS.

5/90 TO 7/95: COMMUNITY RELATIONS MANAGER FOR 
ALYESKA PIPELINE. $2,225,000 BUDGET

3
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* RESPONSIBLE FOR MANAGING AND RENEGOTIATING 
ALYESKA'S CONTRACT WITH THE REGIONAL CITIZENS 
ADVISORY COUNCIL. (THIS 17  MEMBER COUNCIL CONSISTS 
OF ORGANIZATIONS FROM THE IMPACTED AREA OF THE 
EXXON VALDEZ OIL SPILL. THE COUNCIL HAS RESPONSIBILITY 
FOR MONITORING ALYESKA'S TERMINAL, SERVS AND TANKER 
OPERATIONS IN PRINCE WILLIAM SOUND INCLUDING THE 
TERMINAL AND ASSOCIATED OIL SPILL CONTINGENCY PLANS)

* RESPONSIBLE FOR THE DEVELOPMENT AND IMPLEMENTATION 
OF THE COMMUNITY RESPONSE PROCESS UNDER THE PWS C- 
PLAN INCLUDING CONTRACTING W ITH FISHING VESSELS, THE 
HATCHERY PROTECTION P U N , AND THE AREA RESPONSE 
CENTERS

* RESPONSIBLE FOR LIAISON W ITH ALL COMMUNITIES 
ALYESKA'S OPERATION EITHER DIRECTLY IMPACTS OR HAS 
THE POTENTIAL OF IMPACTING

* 8 /9 5  TO 1 2 /9 5 :  MEMBER OF ALYESKA'S LONG RANGE 
PLANNING TEAM. PARTICIPATED IN THE DEVELOPMENT OF A 
5 TO 10  YEAR OPERATING PLAN

* 1 2 /9 5  to  P re se n t: R e tire d

4



Se n a t o r  

Jo h n  J. C o w d e r y

Anchorage

x lanuary - May.
Mate Capitol, Suite 101 

luneau, Alaska 99001 -I 182
Tel: 907-465-3879

Toll Free: l»IH-2f»cJ-3n79
Fax: 907-465-2069

Committee*- 
Chair: Rules 
Chair: Transportation 
Chair: World Trade &

&cncitt

May - December;
7 Id W, 4lh Avenue 

Anchorage,. Alaska 99501 
Tel: 907-19)9-0222 
Fax: 907-269-0223

State/Fcdoral Relations 
Legislative Council 
Stale Affairs Senator. John..Co\vrlery@legis. stale, ak. us

SPONSOR STATEMENT FOR SB 272
“An Act relating to certain monetary advances in which the deposit or other 
negotiation o f certain instruments to pay the advances is delayed until a later

Th e  d e f e r r e d  d e p o s i t  a d v an c e  industry , re c o g n iz in g  c o n su m e r  d e m a n d  for 
sm all, sh o r t- te rm  cred it ,  h a s  ra p id ly  e x p a n d e d  ac ro ss  th e  U nited  States. Thirty- 
n in e  s ta tes  a n d  the  District of C o lu m b ia  spec if ica lly  r e g u la te  this se rv ice ;  

A lask a  is cu rren tly  u n re g u la ted .

The p u r p o s e  of SB 272 is to r e g u la te  d e f e r r e d  d e p o s i t /p a y ro l l  a d v a n c e  b u s in e s s e s  in 
tw o w ay s .  O n e  is c o n su m e r  p ro te c t io n  -  re q u ir in g  r e a s o n a b le  fe e s  a n d  p re v e n t in g  
p r e d a to r y  le n d in g  tactics. The s e c o n d  is to p ro te c t  d e f e r r e d  d e p o s i t /p a y ro l l  
a d v a n c e  b u s in e s s e s  from  u n re a so n a b le  re g u la to ry  b u rd e n s .

SB 272 p r o p o s e s  l ic e n s in g  a n d  r e c o rd -k e e p in g  re q u ire m e n ts ,  limits on  te rm s  a n d  the  
n u m b e r  of a llo w ab le  re n ew a ls ,  fees, a n d  r e a s o n a b le  limits o n  the  am oun t of the  
a d v a n c e s .  It w o u ld  p ro v id e  the  c o n su m e r  d e ta i le d  in fo rm ation  a b o u t  the  ty p e  of 
s e rv ic e  a n d  re q u i r e  full d isc lo su re  for all fe e s  a n d  costs  in c u r r e d  d u r in g  the  a d v a n c e  
p ro c e s s .

A dditionally , p ro v is io n s  of the  bill c r e a te  a  n ex t d a y  "ch a n g e  of m ind"  p ro v is io n  
a llow ing  the  c o n su m e r  tim e to r e c o n s id e r  the ir  d e c is io n  for an y  re a so n .  Also 
in c lu d e d  is a r e q u i r e m e n t  that the  b o r r o w e r  b e  o ffe red  a  r e p a y m e n t  insta llm ent 
p lan .

A dditionally , SB 272 c lea r ly  s ta tes  that b u s in e s s e s  m a y  no t th re a te n  c u s to m ers  with 
c r im ina l ac tion  as  a  re su l t  of a p a y m e n t  deficit.

I u r g e  y o u r  s u p p o r t  for this leg is la tion .

d a te ...”

4-22-2004
rfs
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M E M O R A  N 1) U M  April 23, 2004

SUBJECT: Seciional sum m ary  o f  CSSB 272(L& C ) relating to certain
m onetary advances (W ork O rder No. 23-LS1516MJ)

TO: Senator John Cowdery
Attn: Richard

d f tFROM : i heresa L. Bannister
Legislative Counsel

You have requested a sectional sum m ary  o f  the above-described bill. As a preliminary 
matter, note that a sectional sum m ary of a bill should not be considered an authoritative 
interpretation o f  the bill and the bill itself is the best statement o f  its contents.

Section 1. A dds licensees under the new chapter to the list of  persons who arc not 
covered by the authority of the Departm ent o f  C om m unity  and Economic Development 
to authorize state financial institutions to exercise the powers of, or be subject to the 
limitations of, a federally chartered financial institution.

Sec tion  2. Adds deferred deposit licensees to the definition o f  "financial institution" for 
the administration chapter o f  title on banks and financial institutions.

Section  3. Establishes a new chapter relating to deferred deposit advances.

Sec. 06.50.010. Requires a license for engaging in the business of making or offering 
deferred deposit advances.

Sec. 06.50.020. Lists the qualifications for a license.

Sec. 06.50.030. Requires an application for a license to be written, under oath, and on the 
Departm ent's  form, and identifies what it must include. Requires submission of an 
application fee and the bond required by sec. 06.50.040.

Sec. 06.50.040. Requires a bond. Sets the amount. Indicates what it must state 
regarding the obligation of the obligor. Requires the bond to remain in effect for three 
years after denial of a renewal of a license, or after the expiration of a license. Allows the 
department to require additional bonding if the filed bond is unsatisfactory.



Sec. 06.50.050. Directs the department to investigate the applicant and to issue the 
license if it finds the applicant satisfies the qualifications.

Sec. 06.50.060. Makes the requirements of certain statutes conditions precedent to the 
license.

Sec. 06.50.070. Slates that a license is valid for two calendar years.

Sec. 06.50.080. Indicates when and how a license is renewed.

Sec. 06.50.090. Requires the department to notify an applicant who is not qualified for a 
license or a license renewal. Allows for review of the denial under the Administrative 
Procedure Act. Requires a licensee to return a license to the department after the licensee 
receives notice that the denial of a renewal was upheld. When a license renewal is 
denied, or a license is surrendered, suspended, or revoked, subjects a licensee's accounts 
to this chapter until paid in full.

Sec. 06.50.200. Generally prohibits the transfer of a license, except to a new location.

Sec. 06.50.210. Requires the prior written approval of the department for a change in
control of the licensee.

Sec. 06.50.220. Requires a licensee to notify the department before a proposed change in 
the business location or name.

Sec. 06.50.230. Allows a licensee to conduct other business at the licensed location 
except to evade or violate the chapter.

Sec. 06.50.300. Allows the department to suspend or revoke a license under certain 
conditions.

Sec. 06.50.310. Requires a licensee to file an annual report with the department. Lists 
what the report must include. Requires a licensee to file a report when certain events 
occur. Indicates that the department may consider one of the events to constitute grounds 
for suspension or revocation of a license.

Sec. 06.50.320. Requires a licensee to maintain its records at the location for which the 
licensee has the license. Establishes certain criteria for the records. Allows the 
department access to the records. Requires the licensee to retain advance records for two 
years after the last entry on the advance. Requires a licensee to retain advance records 
for at least two years after judgment in or settlement of a court action on the advance.

Sec. 06.50.330. Directs the department to examine the records of a licensee. Allows the 
department to examine a licensee's advances, business transactions, and records. 
Requires the licensee to provide the department with access to the licensee's offices,

Senator John Cowdery
April 23, 2004
Page 2



places of business, and records. Requires a licensee to pay for an hourly examination 
rate. Gives the department certain other investigative powers. Allows the department to 
apply to the superior court to compel compliance with a subpoena or to compel 
testimony.

Sec. 06.50.400. Establishes certain requirements for advances, including a written signed 
agreement, a form approved by the department, certain disclosures, and prohibition of a 
particular waiver.

Sec 06.50.410. Sets a maximum amount that a licensee may advance to one recipient at 
one lime.

Sec. 06.50.420. Prohibits a licensee from inducing or permitting a recipient to divide 
advance amounts or to become indebted for more than one advance at one time in order 
to obtain more origination fees.

Sec. 06.50.430. Prohibits a licensee from accepting collateral or services as security or 
payment for an advance.

Sec. 06.50.440. Sets the minimum length of an advance.

Sec. 06.50.450. Prohibits a licensee from making an advance to someone acting on 
another’s behalf.

Sec. 06.50.460. Establishes the fees that a licensee may charge. States that these fees are 
considered earned at the time of the advance and may not be prorated. Prohibits a fee to 
access the advance money.

Sec. 06.50.470. Sets the minimum term of an advance renewal. Prohibits renewing an 
advance more than two consecutive times. Prohibits renewal fees from being greater than 
the fees under sec. 06.50.460(a).

Sec. 06.50.4S0. Permits a recipient to rescind an advance without cause. Sets the 
conditions for the rescission.

Sec. 06.50.490. Prohibits requiring a recipient to agree to mandatory arbitration.

Sec. 06.50.500. Requires a licensee to post a notice in each business location that 
discloses the licensee's fees. Establishes some criteria for the notice.

Sec. 06.50.510. Requires a licensee to provide a disclosure statement before disbursing 
funds. States what the disclosure must contain.

Senator John Cowdery
April 23, 2004
Page 3

Sec. 06.50.520. Indicates how a licensee may pay the advance amount to the recipient.



Sec. 06.50.530. Indicates how a recipient may repay an advance. States when the 
advance is paid in full. Prohibits a licensee from accepting payment from the proceeds of 
another advance by the same licensee.

Sec. 06.50.540. Sets the conditions for a licensee collecting certain fees when a 
recipient's payment is returned unpaid.

Sec. 06.50.550. When a recipient defaults, requires a licensee to take certain steps before 
assigning the payment obligation for collection and before initiating a court action. 
Allows a licensee to initiate a court action to recover damages and costs allowed under 
AS 09.68.115 if the licensee satisfies with certain conditions. Sets a maximum on the 
damages and costs that may be recovered.

Sec. 06.50.560. Prohibits a licensee from threatening a recipient with criminal action as a 
result of the recipient's default.

Sec. 06.50.600. Authorizes the department to adopt regulations for the chapter.

Sec. 06.50.610. Limits the application of the chapter if it is preempted by or conflicts 
with federal law. Slates that this chapter governs if it conflicts with another state law.

Sec. 06.50.900. Defines terms for the chapter.

Section 4. Adds the department’s licensing and regulation of persons making advances to 
the administrative adjudication portion of the Administrative Procedure Act.

Section 5. Establishes some transitional provisions for the new chapter to cover current 
persons who are in the business of making advances.

Section 6. Establishes some transitional provisions for the department to start adopting 
regulations for the new chapter.

Section 7. Gives sec. 6 an immediate effective dale.

Section 8. Gives secs. 1 - 5 an effective dale.

If I may be of further assistance, please advise.

Senator John Cowdery
April 23, 2004 '
Page 4
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

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

C S S B  2 7 2 (L& C ) 
4 /2 1 /0 4

R ev is io n  D a te /T im e (N o te  if co rrec tion ): 
T itle D e fe rre d  D ep os it A dvances

(P a y d a y  L oan s )
S p o n s o r
R eq u e s te r

S e n a te  R u le s

Dept. A ffected ]_____________D C E D _________________
_R D U  Banking. Securities & Corporations (115)
C om pon en t Banking. Securities & Corporations

S e n a te  L ab o r & C om m erce

Expenditures/Revenues

C om pon en t No. 

(Thousands of Dollars)

1 2 3 3

N ote : A m oun ts d o  not inc lude in flation u n le ss  o therw ise noted  be low .
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
P e r s o n a l S e rv ic e s  
T rave l 
C on tra c tu a l 
S u p p lie s  
Equ ipm en t 
L and  & S tru c tu res 
G ran ts  & C la im s 
M isce llan eou s

1 0 4 .0 1 0 4 .0 1 0 4 .0 1 0 4 .0 1 0 4 .0 1 0 4 .0
1 2 .0 1 2 .0 1 2 .0 1 2 .0 1 2 .0 1 2 .0

1 0 3 .7 1 0 3 .7 1 0 3 .7 1 0 3 .7 1 0 3 .7 1 0 3 .7
1 .5 1 .5 1 .5 1 .5 1 5 1 .5
4 .8

TOTAL OPERATING 226.0 221.2 221.2 221.2 221.2 221.2

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1156) 74.5 46.5 | 93.3 | 72.0 118.8 97.5

FUND SOURCE (T h ou san d s  o f D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts  
1 0 3 7  G F /M en ta l H ealth
1 1 5 6  R ece ip t S u pp o rted  S e rv ic e s 2 2 6 .0 2 2 1 .2 2 2 1 .2 2 2 1 .2 2 2 1 .2 2 2 1 .2

TOTAL 226.0 221.2 221.2 221.2 221.2 221.2

Estimate of any current year (FY2004) cost: 0 0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Fu ll-tim e
Pa rt-t im e
T em po ra ry

2
0
0

ANALYSIS: /Attach a sanaraln nana if nRnexsarv)

This leg is la tion  req u ire s  the D iv ision o f Bank ing , S ecu rit ie s  and  C o rp o ra t io n s  to lic en se  and  su p e rv is e  A la sk a 's  
p a yd ay  lend ing es tab lishm en ts .

T h e  d iv ision  an tic ipa tes two add itiona l s ta ff will be n e ed ed  to im p lem en t th ese  p rov is ion s .

P e rs o n a l S e rv ic e s : O ne  F inanc ia l Institution E xam in e r I ($ 6 1 .7 )  and one  Adm in istrative C le rk  III ($ 4 2 .3 '
T ra v e l: In -sta te  and  ou t-o f-s ta te  trave l to verify e s tab lishm en ts have  lic en se s and to exam in e  licen sed  
e s tab lishm en ts .
Continued on Next Page

P re p a re d  by : M ark D av is , D irec to r_________________________________________________  P h on e  (9 0 7 )  4 6 5 -2 5 2 1
D iv is ion  B ank ing , S ecu rities & C orpo ra tion s_________________________________  D ate /T im e 4 /2 0 /0 4  1 1 .4 8  AM
A pp roved  by: E d g a r B la tch fo rd , C om m iss ione r____________________________________________ D a te  4 /2 0 /2 0 0 4 _________
A gency  D ep a rtm en t o f Com m un ity  & E con om ic  D eve lopm en t_____________

(Revised 3/2003 OMB) Page 1 of 2



F IS C A L  N O T E  #1

ANALYSIS CONTINUATION

STATE OF ALASKA K ILL NO. CSSB 272(L&C)
2004 LEG ISLATIVE SESSION

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license (S100.0), rent ($1.2), and miscellaneous contractual expenses for two new 
employees ($2.5).

Supplies: Miscellaneous contractual expenses for two new employees ($2.5).

Equipment: Computer equipment for new staff ($4.8).

Change in Revenues: The division anticipates an increase in revenues (Receipt Supported Services/RSS) 
as a result of collecting new licensing fees required by this legislation. This estimate is based on the 
assumption that there are 20 establishments who will each pay $2.0 for a biennial license which equates to 
$20.0 in revenues on an annual basis in FY05. We estimate that the number of establishments would 
increase by 6 establishments in each of the i.ext five years and then level off at 50 establishments.

The division also estimates there will be additional revenues collected to recover the cost of examining 
establishments for compliance with the pro /isions of this legislation. We estimate that we would recoup 
approximately $1,125.00 per examination. This is based on the assumption that each examination would 
require an average of 15 examination hours at a cost of $75 per hour.

The total revenue for the first year would be an estimated $74.5.

r a y e  c  u i  i .



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

R ev is io n  D ate /T im e (N o te  if co rrec tion ): 
T itle  D e fe rre d  D epos it A dvances

C S S B  2 7 2 (F IN )
4 /2 9 /0 4

(P a y d a y  L o an s )
S p o n s o r
R e q u e s te r

S e n a te  R u le s

F isca l N o te  N um ber:
Bill V e rs ion :
(S )  Pub lish  D ate :

Dept. A ffec te d : _________________________________
_RD U  Banking. Securities & Corporations (115)
C om pon en t Banking. Securities & Corporations

D C E D

S e n a te  F inance

Expenditures/Revenues

C om pon en t No. 

(Thousands of Dollars)

1 2 3 3

N ote : A m oun ts d o  not inc lude in flation u n le ss  o the rw ise  noted  be low .
O P E R A T IN G  E X P E N D IT U R E S FY  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 F Y  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0
P e rs o n a l S e rv ic e s 7 8 .0 7 8 .0 7 8 .0 7 8 .0 7 8 .0 7 8 .0
T ra v e l 1 2 .0 1 2 .0 1 2 .0 1 2 .0 1 2 .0 1 2 .0
C on tra c tu a l 3 5 .0 4 5 .0 5 0 .0 5 5 .0 6 5 .0 7 0 .0
S u pp lie s 1 .5 1 .5 1 .5 1 .5 1 .5 1 .5
Equ ipm ent 4 .0
Land  & S tru c tu res
G ran ts  & C la im s
M isce llan eou s

T O T A L  O P E R A T IN G 1 3 0 .5 1 3 6 .5 1 4 1 .5 1 4 6 .5 1 5 6 .5 1 6 1 .5

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

C H A N G E  IN R E V E N U E S  (1 1 5 6 ) 9 4 .5 5 2 .5 1 1 9 .3 8 4 .0 1 5 0 .8 1 1 5 .5
F U N D  S O U R C E (T h ou san d s o f  D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R ece ip ts
1 0 3 7  G F /M en ta l H ea lth
1 1 5 6  In c re a se  in R e v e n u e s  (R S S ) 1 3 0 .5 1 3 6 .5 1 4 1 .5 1 4 6 .5 1 5 6 .5 1 6 1 .5

TO TA L 1 3 0 .5 1 3 6 .5 1 4 1 .5 1 4 6 .5 1 5 6 .5 1 6 1 .5

E s t im a te  o f  a n y  c u r re n t  y e a r  (F Y 2 0 0 4 )  c o s t : 0 .0
C h e c k  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e r n o r ’s  FY  2 0 0 5  b u d g e t  p r o p o s a l :

P O S IT IO N S
Fu ll-tim e 2
Part-tim e 0
T em po ra ry 0

A N A L Y S IS : (Attach a separate page if necessary)

This legislation requires the Division of Banking, Securities and Corporations to license and supervise 
Alaska’s payday lending establishments The division anticipates two additional staff will be needed to 
implement these provisions.

Personal Services: One Financial Institution Examiner I working 3/4 time ($46.3) and one Administrative 
Clerk III working 3/4 time ($31.7) will conduct examinations of the new licensees. Regulation of these new 
licensees is expected to generate a significant number of consumer complaints and inquiries which will 
necessitate the need for a new clerk.

P re p a re d  by: 
D iv ision
A pp ro ved  by: 
A gency

M ark D av is , D irec to r
B ank ing , S ecu rit ie s  & C o rpo ra tion s

P h o n e  ( 9 0 7 )4 6 5 - 2 5 2 1  
D ate /T im e 4 /2 8 /0 4  6 :2 9  PM

E dg a r B la tch fo rd , C om m iss ion e r D a te  4 /2 8 /2 0 0 4
D epa rtm en t o f  C om m un ity  & E con om ic  D eve lopm en t

(Revised S/2003 OMB) Page 1 of 2



F IS C A L  N O T E  #2

ANALYSIS CONTINUATION

Travel: In-state and out-of-state travel to verify establishments have licenses and to examine licensed 
establishments

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license ($35.0), rent ($1.2), and miscellaneous contractual expenses for two new 
employees ($2.5)

Supplies: Miscellaneous contractual expenses for two new employees ($2.5)

Equipment: Computer equipment for new staff ($4.0)

Change in Revenues: The total revenue for the first year would be an estimated $94.5.

The division anticipates an increase in revenues (Receipt Supported Services/RSS) as a result of 
collecting new licensing fees required by this legislation. This estimate is based on the assumption that 
there are 20 establishments who will each pay $3.0 for a biennial license which equates to $60.0 in 
revenues on an annual basis in FY05. We estimate that the number of establishments would increase by 
6 establishments in each of the next five years and then level off at 50 establishments.

The division also estimates there will be additional revenues collected to recover the cost of examining 
establishments for compliance with the provisions of this legislation. We estimate that we would recoup 
approximately $1,125 per examination. This is based on the assumption that each examination would 
require an average of 15 examination hours at a cost of $75 per hour. The division estimates that the 
cost of travel to be reimbursed will be $12.0.

STATE OF ALASKA B ILL  NO. C SSB  272(F IN )
2004 LEGISLATIVE SESSION
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Consideration o f  
Gary Bader -  Appointed to 

the Alaska Labor 
Relations Agency

SB 272
DEFERRED DEPOSIT 

ADVANCES 
(PAYDAY LOANS)



Alaska State Legislature
House o f  Representatives State Capitol, Room 216 

Juneau, AK 09801-1182 
Phone: (907)465-3725 
Fax: (907) 465-5334

O ffic ia l Business

Office of the Chief Clerk

M E M O R A N D U M

Dale: May 4, 2004

To: Representative Anderson, Chair
Labor and Commerce Committee

From: Suzi Lowell ^ ^ 2 —
Chief Clerk

Subject: Governor's Appointments

Attached is an updated resume for Mr. Gary P. Bader who is being considered for confirmation 
to the Alaska Labor Relations Agency. The Speaker referred the appointment to the Labor and 
Commerce Committee on April 5.

Attachment as noted





Q  FISCAL NOTE Q
STATE OF ALASKA Fiscal Note Number _______________
2004 LEGISLA'ITVE SESSION Bill Version: CSSB 282(RES)

() Publish Date:________ _______________

Revision Date/Time (Note if correction):_________________Dept. Affected;________ Environmental Conservat
Title Identification of finfish in food products___________BRU Environmental_Conservation________
  _____________ Component Food Safety and Sanitation_________
Sponsor Senator Elton___________________________________________ ________________________________
Requester (H) Fisheries________________________________ Component No. 2343

Expenditures/Revenues____________________________ (Thousands of Dollars)
Note: Amounts do not Include inflation unless otherwise noted below.____________________
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

ICAPITAL EXPENDITURES I I I I I I I

CHANGE IN REVENUES ( ) I I ! I I I I

FUND SOURCE____________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
■•037 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 (FY2004) cost: 0.0
Mark this box (X) If funding for this bill Is Included In the Governor's FY 2005 budget proposal: 

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

ANALYSIS: (Attach a separate page If necessary)
The Department has discretionary powers of enforcement. Enforcement of this bill can be incorporated 
into current restaurant inspections.

Prepared by: Cameron Yourkowski, Committee Aide___________________________ Phone 465-3306
Division House Special Committee on Fisheries______________________  Date/Time 5/7/04 1 0 : li AM

Approved by: Representative Seaton, Chair______________________________  Date 5/7/2004_______
Agency House Special Committee on Fisheries

(Rsvlsad 9/2 C03 OMB) Page 1 o f 1



S e n a t o r  K im  E l t o n

M E M O R A N D U M

DATE: May 6, 2004

TO: Representative Tom Anderson, Chair 
House Labor and Commerce Committee

FROM : n

SUBJ: Hearing Request for SB 2S2, An Act relating to the identification of
finfish in food products and to the misbranding of food products consisting 
of or containing finfish,

I respectfully request a hearing for SB 282, which requires retail food establishments to 
state on its menu whether fish it is selling in a prepared food product is wild fish or 
farmed fish. State law currently provides that farmed fish be identified on the label when 
the fish is sold at the retail level.

Recent reports in the scientific and general media focus on increased toxin loads in 
farmed fish and environmental degradation near fish farm sites. Restaurant consumers in 
Alaska deserve the same notice as retail consumers when they make purchase decisions 
based on whether the fish is farmed or wild.

The Joint Legislative Salmon Task Force comprised of legislators, seafood harvesters and 
seafood processors unanimously supported SB 282.

I ask that you hear SB 282 at your earliest convenience.

------------------------------------------------------------ A l a s k a  S e n a t e .................................................................................
S t a t e  C a p i t o l  • J u n e a u .  A l a s k a  o y s o i- i i «2 • ( 9 0 7 )  4 6 5 - 4 9 4 7  •  f a x  ( 9 0 7 )  4 6 5 - 2 1 0 8

S EN ATOR.K IM.E LTON @ LEG IS.STATE. A K. US



S e n a t o r  K im  E l t o n

SB 2S2 
S p o n so r  S ta tem en t

"A n  A c t  re la tin g  to the id e n t if ic a t io n  o f  f in f is h  in  f o o d  p ro d u c ts  a n d  to the 
m isb ra n d in g  o f  f o o d  p ro d u c ts  c o n s is t in g  o f  o r  c o n ta in in g  f i n f i s h ."

SB 2S2 requires  retail food establishm ents  to state on its m enu  w he ther  fish it is 
selling in a p rep a red  food p ro d u c t  is w ild  fish or fa rm ed  fish. State law currently  
p ro v id e s  tha t farmed fish be identified  on the  label w hen  the fish is sold a t the 
retail level.

Recent reports  in the scientific a n d  general m ed ia  focus on  increased toxin loads 
in fa rm ed  fish and  env ironm enta l d eg rad a tio n  near fish farm  sites. Restaurant 
consum ers  in Alaska deserve  the sam e notice as retail consum ers  w h en  they 
m ake p u rchase  decisions based on  w he ther  the fish is farm ed or wild.

The Jo in t Legislative Salm on Task Force com prised  of legislators, seafood 
harveste rs  a n d  seafood processors  has unan im o u s ly  su p p o r te d  SB 282.

------------------------------------------------------ A l a s k a  S e n a t e ------------------------------------------------------
S t a t e  C a p i t o l  • J u n e a u ,  A l a s k a  99801-1182 • (907) 465-4947 • f a x  (907) 465-2108 

Se n a t o r  K im  Hi.t o n o i .f o ie  s t a t e  a x  h e



FISCAL NOTE
S T A T E  OF A L A S K A
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):______________
T itle  "An Act relating to the identification of finfish in
food products and to the misbranding o f food products consisting..."
S p o n s o r  S e n a to r  E lton___________________________________
R e q u e s te r  S en a te  R e s o u rc e s  C om m ittee__________________

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

1
C S S B  2 8 2 (R E S )
3 /8 /04

LAWD ep t. A ffec ted :
'R D U
C om p on en t N atu ra l R e s o u rc e s

C IV IL

Expenditures/Revenues

C om p on en t No. 

(Thousands of Dollars)
N ote : Am ounts d o  not inc lude in fla tion  u n le s s  o th e rw ise  n o ted  below .
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 F Y  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0
P e rs o n a l S e rv ic e s
T rave l
C on trac tu a l
S u pp lie s
Equ ipm ent
Land  & S tru c tu res
G ran ts  & C laim s
M isce llan eou s

TO TAL O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

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

C H A N G E  IN R E V E N U E S  ( )
FU N D  S O U R C E (T h o u s a n d s  o f D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
1 0 0 4  GF
1 0 0 5  G F /P rog ram  R ece ip ts
1 0 3 7  GF/M enta l H ea lth
O th e r (Specify Type -O o not abbreviate)

TO TA L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  an y  c u r re n t  y e a r  (F Y 2 0 0 4 ) c o s t : 0 .0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b ill is  in c lu d e d  in the  G o v e rn o r 's  FY  2 0 0 5  b u d g e t p r o p o s a l :
P O S IT IO N S
Fu ll-tim e
Part-tim e
T em po ra ry

A N A L Y S IS : (Attach a separata paqe if necessary)
This bill amends the Alaska Food, Drug, and Cosmetic Act, adding a new section requiring that food 
establishment menus discern between wild fish and farmed fish in prepared food products. A federal 
version of farmed fish labeling legislation was enacted last fall.

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

P re p a re d  by: K ath ryn  A. D au g h h e te e , D irecto r
D iv ision  A dm in istrative S e rv ic e s

P h o n e  4 6 5 -3 6 7 3
Date /T im e 3 /3 /0 4  8 :2 0  AM

A pp roved  by: 
A gency

Kath ryn  D au ghh e te e  fo r G regg  D . R e n k e s , A tto rney  G en e ra l 
D epartm en t o f  Law_______________________________________________

D a te  3 /3 /2 0 0 4

(Rovtsod 12/2003 OMB) Page 1 of 1



FISCAL NOTE
S T A T E  O F A L A S K A  Fiscal Note Number: 2
2004 L E G IS L A T IV E  SESSIO N Bill Version: CSSB 282(REs[

(S) Publish Date: 3/8/04_________

R e v is io n  D a te /T im e  (N o te  if c o r r e c t io n ) :_________________________ Dept. A ffec ted: Env ironm en ta l C on se rv a tion
Title Identification of finfish in food products___________ R D U ______________ Environmental Health
_______________________________________________________ Component _________ Food Safety and Sanitation
Sponsor Senator Elton_______________________________ _______________________________
Requester (S) Resources_______________________________Component No. 2343

Expenditures/Revenues________________________________ (Thousands of Dollars)______________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 200G FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 55.9 55.9 55.9 55.9 55.9 55.9
Travel 5.0 5.0 5.0 5.0 5.0 5.0
Contractual 8.4 6.9 6.9 6.9 6.9 6.9
Supplies 1.0 1.0 1.0 1.0 1.0 1.0
Equipment 6.9 0.5 0.5 0.5 0.5 0.5
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 77.2 69.3 69.3 69.3 69.3 69.3

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 O.u 0.0 0.0 0.0 0.0
1004 GF 77.2 69.3 69 3 69.3 69.3 69.3
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
Other (Specify Type-Do not abbreviate) 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 77.2 69.3 69.3 69.3 69.3 69.3

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time 1 1 1 1 1 1
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

S e e  attached.

Prepared by: Kristin Ryan, Director____________________________________  Phone (907) 269-7645
Division Environmental Health Date/Time 3/1/04 10:00 AM

Approved by: Kurt Fredriksson, Deputy Commissioner____________________  Date 3/1/2004
Agency Environmental Conservation____________________________

(Ravisad 12/2003 OM3) Page 1 of 3



BILL NO. CSSB 2S2(RES)

SB 282 requires retail food  e s tab lish m en ts  to  sta te  o n  the ir m enus w h e th e r the fish they serve is wild or 
farm ed. R egulations w ould  n eed  to  be revised , an d  inspection  and  co m pliance  reso u rces  added  to the 
retail food  p ro g ram  to  im p lem en t this requ irem ent.

A n E n v iro n m en ta l H ea lth  T e c h n ic ia n  w o u ld  be h ired  to  im p lem en t the req u irem en ts  o f  SB 282. T he 
p o sitio n  w ould  survey  retail fo o d  estab lishm en ts an d  solicit m enus for co m p lian ce  review . T h is position  
w ould research and  identify  the  sou rces an d  status o f  fish and fish p ro d u c ts  th a t are so ld  in  A laska and 
p rov ide  technical assistance  o n  this iden tifica tion  to  A laskan suppliers an d  retail fo o d  establishm ents.
T h e  positio n  w ould  also  c o n d u c t c o m p la in t investigations and initiate e n fo rc e m e n t action.

Basic positio n  su p p o r t costs are  in c lu d ed  fo r con tractual and  supplies. A n  ad d itiona l SI .5 in  contractual 
co st is included  in the  first year to  public  no tice  p ro p o sed  regulations. E q u ip m e n t co s t in  FY  2005 
includes o rd inary  o ffice  e q u ip m e n t (desk, chair, an d  o ffice  furniture) an d  a c o m p u te r  w o rksta tion  w ith S.5 
in su b seq u en t years fo r  e q u ip m e n t rep lacem en t an d  so ftw are  upgrades.

Page 2 o f 3



Personal Services New Position Detail FN # 2 CSSB 282(RES)
D ep artm en t of E n v ironm en ta l C o n se rv a tio n

S c e n a r io : A  S ce n a rio  fo r F Y 2 0 05  F isca l N otes (3605 )

C o m p o n e n t: F ood  S a fe ty  & S a n ita tio n  (2343 )
RDU: E n v iro n m e n ta l H e a lth  (207)

T im a  R e tire  Barg S a la ry  Range & B u d g e te d  S p lit I A n n u a l P re m iu m  A nnua l T o ta l
PCN J o b  C lass T lllo _________________S ta tus C oda Unit L o ca tio n _____________ S c lio d  S to p s  M o n th s  C o u n t Salary COLA Pay B e n e fits  C o s ts

1B-#032 Environmental Health Ted). FT A GP Anchorage 2A 15B  12.0 38,280 0 0 17,585 55,865

J u s tif ic a t io n :

Required for implementation of SB 282. Position will research and identify finfish 
suppliers, provide technical assist jn ce  to Alaskan suppliers and retailers, conduct 
menu reviews, issue approvals, initiate enforcement actions and conduct complaint 
investigations.

C o m p o n e n t Sum m ary:

T o ta l N ew  P o s itio n s : 1

Fund Fund
F und D e s c rip tio n _______________________________ P e rc e n t A m o u n t

1004 General Fund Receipts 100.00% 55,865

Tota l F und ing : 100.00% 55,865

Nole: If a position is split, an asterisk (*) will appear in Ihe Split/Count column. If the split position is also counted in the componenl, two asterisks ('*) w ill appear in this column.

Stale o f Alaska
Page 3 of 3 Department o f Environmental Conservation 02-27-2004 2:00 pm

F un d in g  Deta il:

1004 General Fund Receipts 100.00% 55,865

T o ta l F und ing : 100.00% 55,865
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News & Announcements
G o v e rn o r  M urkow sk i P

G overnor Com m ents on USDA Labeling Rule

FOR IMMEDIATE RELEASE: February 27, 2004 No. 04-031

Governor Sends Comments, Recommendations to USDA on Country of Origin Labeling Rule

(Juneau) - In a letter to the USDA Agricultural Marketing Service, Governor Frank H . 
Murkowski has provided the Slate of Alaska'*; n n s i t io n  ah'! ra r .n m m n n d -t .- . r . - . -  n o  i r r p n r y - r i  
ruie that would require country of origin labeling fCOOL) for, among other commodities wild 
and farmed seafood products.

Murkowski, who has long supported COOL as helpful to consumers as well as America's food 
producers, expressed the state's support for the regulation, but added a number of 
recommendations to make the rule better.

Today, there is often a premium paid in the market for Alaska seafood products," Murkowski 
said. "The state believes this trend will increase, but only if truthful information reaches the 
consumers. Consumeis, particularly in Europe and most recently Japan, want to know Where 
Iheir food comes from who made it, what is in it, and what safety conditions apply to that 
production. COOL supports this growing trend and puts US producers on a competitive track.'

Among modifications to the proposed rule that Murkowski recommended are: • To include 
compliance by specialty shops, such as butcher shops and fish markets, which would be 
exempted under the current proposal. ■ To clarify coverage of products that have undergone a 
chemical or physical change, such as cured ham. In other words, if the product from which a 
second product is made is covered, the resultant product should not be exempted. • To clearly 
identify canned salmon as a commodity that is covered by COOL regulations. • To extend the 
time that a retailer must maintain records of the sale of an item from seven to 30 days. • To 
revise USDA's statement regarding the potential cost ol COOL and whether US consumers 
would be willing to p a / for the labeling.

"US consumers do want to know where their food comes from." Murkowski said. "When- 
determining the actual value of the CO.QL-CSflujations. the state asks that U SDA consider the . 
importance of consumer education, our smalL.US-hased hrodupers and their inability to mount 
expensive lobbying campaigns, the importance of progressive regulations, and discouraging 
fraudulent information in our markeTplace." it # it
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Sunday, January 25, 2004

P -I Focus: F a rm in g  is a n e t- lo ss  p ro p o s it io n  — eco log ica lly ,  
soc ia l ly  and e c o n o m ic a l ly

A Salmon Scare
By JOHN VOLPE

From the perspective of the specialist, it is a m ixed blessing w hen  the w orld  
turns its a tten tion  to y o u r  chosen area of endeavor. You feel som ehow  
legitimized w hen , if on ly  briefly, the public  shares  y o u r  o w n  intense in terest in 
the issues to w hich  y ou  h av e  devoted  y o u r professional life. H ow ever, initial 
excitement quickly gives w ay  to exasperation as rhetoric overshadow s the 
substan tive deliberation  necessary  to m ove from  know ledge  to unders tand ing .

As a university  professor dealing  w ith  issues su r ro u n d in g  seafood ecology, I toil 
in relative obscurity. The b read  an d  bu tte r  of m y  research is how  the re lationship 
betw een the fishing a n d  aquacu ltu re  industries  is altering ecological, social and  
economic checks an d  balances the w orld  over.

The landm ark  s tu d y  de ta iling  the greatly  increased toxin loads found in  farm  
salm on relative to their w ild  counterparts  has th rus t  me and  m y colleagues 
a round  the w orld  into the m edia  lim elight for a few m om ents . A seem ingly 
endless pa rade  of cam eras  and  m icrophones has passed th rough  m y lab recently 
at the University  of Alberta  in search of expert op in ion  to p u t  these s tartling data 
in perspective.

On average, farm -raised  salm on have an  o rder of m ag n itu d e  h igher load of 
cancer causing POPs (persis ten t organic pollu tants) than w ild caught salm on. 
This is not new. In fact over the last few years three o ther such  s tudies  -- albeit 
m uch smaller -- have  com e to nearly  identical conclusions. A s the dus t settles 
a round  the cu rren t research, a tten tion  is shifting to consum er reaction and  w ha t 
effect this new s will have  on the aquacu ltu re  industry .

What I have  no t seen  in any  of the w o rld w id e  coverage is anyone  asking "Why?" 
By this I d o n 't  m ean, "W hy are  toxin loads h igher in farm  salmon?" The answ er is 
stra igh tforw ard  and  w as pred ic ted  long ago from  well-established 
bioaccum ulation principles. N o r am  I referring to the im plied  p a rad ig m  of the 
existence of such a th ing as a safe level of carcinogen. No, m y  frustration is 
rooted in the deafen ing  absence of w h a t sh o u ld  be a v igorous debate  -- "Why 
industrial aquaculture?"  -- or m ore specifically -- "Why industria l salm on 
aquaculture?"

Consider the following:

• C urren t p ro d u c tio n  m ethods  a d o p t  m ax im u m  econom ies of scale. Thus, 
feedlot style, o p en  net-pens in the oceans s im ultaneously  m axim ize



consum ption  of m arine  (read: public) resources  (i.e. fresh, oxygenated 
w ater) while offloading production  w astes  (feces, u n e a te n  food) and  
b yp roduc ts  (toxins, antibiotic residues, escaped  fish, b ioam plified 
parasites  and  pathogens). Each net-pen (n u m b erin g  in the h u n d red s  on  
b o th  of C anada 's  coasts) is tan tam ount to an  u n tre a ted  sew er outfall 
in troducing  solid  an d  dissolved wastes d irec tly  into the m arine  
env ironm ent. This is in every w ay  "industrial waste," d isposed  of at no 
charge.

• The unna tu ra lly  h igh  densities of anim als in the feedlot env ironm ent of 
net-pens m ake that env ironm ent a b reed ing  g ro u n d  for disease and 
parasites. Recently in British Columbia, fa rm -derived  parasites  were 
im plicated as the causal agent leading to the largest s a lm on  cohort 
collapse on  record  anyw here  in the w orld , ever.

• Three to five kilos of edible fish are used  to m ake  one  kilo of farm  salmon; 
a ne t loss of pro te in  bad ly  needed  by h um an ity .

• The contribution  of the salm on aquacu ltu re  in d u s try  to British Colum bia 's 
g r* ;s dom estic  p ro d u c t  in 2001, as calculated by  the C anad ian  Centre for 
Policy A lternatives, was $87 million. M arine based  industries  directly 
jeopard izeo  by sa lm on  farming, inc luding  com m ercial a n d  sport fisheries 
an d  m arine tourism , contributed  $582 million, o r  51 pe rcen t of the 
provincial total.

• Salm on farm ing in C anada  is dom ina ted  (greater than  SO percen t of B.C. 
p roduction) by foreign-ow ned m ultina tional com pan ies  seem ingly  in tent 
on  liqu idating  C anada 's  natural m arine capital for a ve ry  small profit. A 
sim ilar a r ran g em en t characterizes the W ash ing ton  sta te  industry .

• Farm  salm on overp roduc tion  (principally from  Chile and  N orw ay) has 
d r iven  the price of all sa lm on to all-time lows. This forces C anad ian  and  
A m erican  farms to slash jobs to remain com petitive  a n d  has b rought ru in  
to coastal fishing com m unities  across the N o r th e rn  H em isphere  (which 
d e p en d  on  a fair price for their w ild  catch).

So, even a cursory  review  of the available in form ation  leads to the question of 
w hy  we are  engaging  in this activity? This industry  is clearly a net-loss 
proposition, w he ther v iew ed from the ecological, social or econom ic perspective. 
C onsum ers  have e ither been uninform ed or have  o p ted  to turn  a blind eye to 
these facts. A dm itted ly , the cause-and-effect re la tionsh ip  be tw een  the viability of 
the w o r ld ’s oceans and  yo u r  choice of entree is no t as obv ious  as it could or 
should  be bu t that does not m ake it any less real.

The take-hom e m essage of the recent research is that w e  can no longer ignore  the 
natural law  that w ha t is bad  for the en v ironm en t is b a d  for y o u r  health. Perhaps 
if industria l salm on aquacu ltu re  really held p rom ise  to feed the w o rld ’s h u n g ry  
or revitalize our s trugg ling  coastal com m unities  or even  p ro v id e  a worry-free 
epicurean experience, there w ou ld  be reason to give tha t in d u s try  the benefit of 
the doubt.
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Alas, the farm -raised sa lm on  destined for your d in n e r  p la te  arrives with 
o v e rw he lm ing  env ironm enta l and  social baggage, in ad d it io n  to -- as we now 
know  — not being  as healthful as you 've been told.

As w ith  m ost enviro-social dilem m as, there is hope , a n d  options are available to 
consum ers. The wild Pacific salm on fishery, contrary  to p o pu la r  belief, is not 
dead. Its major p rob lem  has no t been lack of w ild  salm on, w hich  have  been 
plentiful in recent years. Rather, the p rob lem  has  been  to rem ain  viable in the 
face of rock-bottom  prices from the farms offloading costs of p roduc tion  to our 
coastal habitats. There are  five w ild Pacific sa lm on  species, each  unique in taste 
and  texture.

A dvances in flash freezing at sea have  resulted  in con tinen t-w ide  availability of a 
p rim e p ro d u c t  12 m o n th s  of the year. In fact, for an y o n e  w ho cares about what 
s h e /h e  eats, In te rne t com m unication and  en trep ren eu ria l  sp irit have combined 
to m ake it possible to bu y  fish (not just salm on) directly  from the fisherman, 
regardless of location (some even have on-board  Web cams). Supporting  these 
fisheries no t only does y o u r  body  a service but also helps to su p p o r t  the dozens 
of coastal com m unities  hu rt by p lum m eting  sa lm on  prices.

The m ajor h u rd le  to the in form ed  consum er is the cu rren t  lack of labeling in 
su p erm ark e ts  an d  restaurants. W ithout consistent labeling (farm ed or wild, 
country  of origin), the consum er cannot m ake an  in form ed  decision. Currently  
grocers a n d  res tauran ts  are not required  to p rov ide  this inform ation, a situation 
that is unfa ir  to consum ers  and  m ust change.

The m oral of this s tory  resonates far beyond  the farm  sa lm on  debate, coloring all 
of industria l agriculture: There are no shortcuts. So long  as m arke t forces alone 
shape  h o w  o u r  food is p roduced , we will be faced w ith  sim ilar reality checks 
with increasing  frequency  and m agnitude. M arket forces only  w ork  when 
tru thful p ro d u c t  labeling and  public u n d e rs tan d in g  of all the costs accom pany 
them.

Indeed, the cu rren t crop of toxic farm salm on stories a p p ea r in g  in this paper 
com pete  for page  space w ith  m ad  cow disease coverage, transgenic crops and  the 
like -- all bo rn  of the shorts igh ted  dem and  for m ore  w ith  less.

In light of the rem arkable shortcom ings of this in d u s try ,  it is time consum ers and 
bureaucra ts  recognize that industrial sa lm on farm ing  is a so lu tion  in search of a 
problem . A quacu ltu re  in general has a b righ t fu tu re  to be sure , bu t farm-rearing 
salm on is no one's idea of sustainability. The storv  is no t just that farm salmon 
have grea tly  elevated toxin loads, bu t that this is actually  the thin edge of the 
wedge.

John Volpe is a ssistan t professor o f  fisheries and seafood ecology at the U niversity of 
A lberta-Edm onton .
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Think Twice About Eating Farmed Salmon 
Salm on Farm ing and Hum an Health
Nutrition
A single serving o f  most seafood , including wild or farm ed salm on, provides the daily 
requirement o f  healthy O m ega 3 - an essential fatty acid with m any health benefits. 
However, w ild fish have a higher O m ega 3 to O m ega  6 ratio than farm ed salmon which 
is best for you r  diet and overall health.

Farm ed Atlantic salmon also contain higher levels o f  unhealthy saturated fats than wild 
coho, sockeye, steelhead pink and chum  salmon. In addition, preliminary research 
indicates farmed salmon have up to 10 times m ore PC B s and dioxins than wild salmon. 
People who eat between 1 and 3 servings of farm ed salm on per week are exposed to an 
am ount of contam inants which exceeds the safety level set by the W orld Health 
Organization.

The food given to farmed sa lm on does not contain the natural 
sources of color and as a result, their flesh is an unappetizing gray 
color. To make their product m ore m arketable, fish farm 
companies choose what co lo r  they want their salmon from the 
SalmoFan. Chem ical additives are then added to the fish feed. 

SalirioFan - CAAP. Files

Farmed Atlantic salmon contain 200 p e rc e n t  more unhealthy, sa turated fat than wild 
pacific pink o r  chum  salmon. This has led some health professionals to question the 
nutritional value o f  farmed salmon.

In a letter urging retailers to stop selling farmed sa lm on to custom ers, Warren Bell MD, 
president of the Canadian Association of Physicians for the Environm ent (CAPE) writes, 
"Not only is the fat content o f  farmed salmon higher than that o f  wild salmon but the 
com position o f  farmed salmon fat is also less healthy than that o f  wild salmon fat." Fie 
also writes that, "Another issue of concern to consum ers  is the fact that the m onitoring of 
residues of antibiotics and other drugs in farmed sa lm on is inadequate."

Antibiotics & Biocides
Disease and parasites are frequent occurrences on salm on farms. Farmers attempt to 
control these problems by using powerful drugs including antibiotics and biocides. 
Farm ed salm on are fed more antibiotics per pound, than any other livestock in North 
America.

Excess drugs m ake their way along the food chain. Research suggests that between 74- 
100 per cent o f  wild fish caught near farms contain antibiotics in their flesh. Escaped fish 
caught in a Broughton Archipelago stream were found carry ing  bacteria known to cause a 
range o f  hum an maladies and these bacteria were resistant to 10 different antibiotics. 
Excessive use of antibiotics has already led to the deve lopm ent of antibiotic resistant 
"super-bugs".



Seven of ten farmed salm on pu rchased  at grocery stores in W ash ing ton  DC, San 
Francisco, and  Portland, O regon w ere  contam inated  w ith  polych lorina ted  biphenyls 
(PCBs) at levels that raise health  concerns, according to in d ep en d en t  laboratory  tests 
com m issioned by  Environm ental W ork ing  Group.

These first-ever tests of farm ed salm on from U.S. grocery stores show  that farmed 
salm on are likely the m ost PCB-contaminated p ro te in  source in the U.S. food supply . 
O n average  farmed salm on have  16 times the dioxin-like PCBs found  in w ild salm on, 4 
times the levels in beef, arid 3.4 times the dioxin-like PCBs found in o ther seafood. The 
levels found  in these tests track previous studies  of farm ed sa lm on  contam ination  by 
scientists from C anada, Ireland, and  the U.K. In total, these s tud ies  su p p o r t  the 
conclusion that A m erican consum ers na tionw ide  are exposed  to elevated PCB levels by 
eating farmed salmon.

S um m ary  — PCBs in farm ed  salm on
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A s e rv in g  o f fa rm e d  s a lm o n  has up to  40  
tim e s  m o re  PCBs th a n  o th e r  fo o d s

F A R M E D  P O U L T R Y  
C A T F I S H

M I L K  T Y P I C A L  F A R M E O  W I LD
C O M M E R C I A L  S A L M O N  A L A S K A N  

p Em F O O O  C A N A D I A N
S A L M O N

NOTES: T h e  le v e ls  show n o n  th is  f ig u re  re p re s e n t th e  s u m  o f th e  12  
PCB c o m p o u n d s  th a t  re s e m b le  d io x in ,  w id e ly  re c o g n is e d  as th e  m o s t  
to x ic  o f  3 II in d u s tr ia l p o llu ta n ts ,  and  l in k e d  to  cance r as w ell as to  
d a m a g e  o f  th e  n e rv o u s , re p ro d u c tiv e , and im m u n e  s y s te m s . PCB 
c o n c e n tra t io n s  are shew n as to . ic e q u iv a le n t ;  iTEO.s.i o f  2 2 ,7 ,0 -  
T oo  a e h lo ro d ite ro o -p -d io  >.r , che k e n  can- ad. d o in  ohe.vuoal.

SO M H.IE: EVv'i a r.a ly , s o f  d a ta  f io i  «:<ys - O j S l  = rs '-on ** >l 
l 2 0 0 2 1, EPA I 2 0 0 0 a and 2 0 0 0 b ) ,  F ie d le r  e t  al. (2 0 0 0 .I,  Jacobs  ec al. 
( 2 0 0 2 ) ,  NMFS (2 0 0 2 ) ,  MAS (20 Q 3 J , S chem er e t  al. ( 2 0 0 1 ) ,  and USDA 
f2002).
L IN K : M e th o d o lo g y  and R e fe re n c e s

PCBs are persistent, cancer-causing chemicals tha t w ere  banned  in the United States in 
1976 and  are  am ong  the "d ir ty  dozen" toxic chemicals s lated  for global phase-ou t 
u n d e r  the United Nations C onvention  on Persistent O rganic  Pollu tants , s igned  by
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President Bush on M ay 23, 2001. Because of their persistence, PCBs continue to 
contam inate  the en v ironm en t and  the food supply .

A num ber of s tud ies  sh o w  that farm ed salm on accum ulate  PCBs from  the fishmeal they 
are  fed. The feed is often designed  to have high am oun ts  of fish oil and  is m ade  largely 
from  g ro u n d -u p  sm all fish. PCBs concentrate  in oils and  fat, and  p rev ious  tests of 
sa lm on feed have  consistently  found  PCB contam ination.

If farmed sa lm on  w ith  the average PCB level found  in this s tu d y  w ere  caught in the 
wild, EPA advice w o u ld  restrict consum ption  to no m ore than one meal a month. But 
because fa rm ed  sa lm on  are bought, not caught, their consum ption  is not restricted in 
any  way.

This is because the EPA sets health  guidance levels for PCBs in w ild-caught salmon, 
and  its s tanda rds , w hich  w ere u p d a ted  in 1999 to reflect the m ost recent peer-reviewed 
science, are  500 times m ore  protective than the PCB limits ap p lied  by the Food and  
D ru g  A dm in is tra tion  (FDA) to commercially-sold fish. The FDA has not upda ted  its 
PCB health  limit for commercial seafood since it w as  originally  issued in 1984. In the 
in tervening  tw o decades new  scientific research has show n  that the PCBs that build up 
in fish an d  peop le  are  m ore  potent cancer-causing agents  than originally  believed, and 
that they p resen t o ther health  risks as well, in particular neurodevelopm enta l  risks to 
unborn  children  from  m aternal consum ption  of PCB-contam inated fish.

W hen the FD A 's s tan d a rd  was developed , sa lm on w as so m eth ing  of a rarity  in the U.S. 
diet. Today  it is s tan d a rd  fare at h om e an d  in restaurants , particu larly  am ong  
consum ers w h o  are health-conscious, well educated , and  relatively affluent. Last year 
salm on overtook  "fish sticks" as the third m ost p o p u la r  seafood in the Am erican diet 
(trailing only tuna  an d  shrimp). The increased consum ption  w as m ade possible by the 
explosive g ro w th  in salm on farming, an industrial system  that p roduces  the fish in vast 
quantities a t a price far low er than wild salm on.

Seven of the farm ed salm on we tested cam e from factory-scale farm s in C anada, the 
U.S., and  Iceland. Six of these seven  w ere  pollu ted  w ith  PCBs at levels that w ould  be 
safe to eat no m ore  than  once a m onth, according to EPA health  s tandards . A bout 23 
million A m ericans eat sa lm on m ore  jhan once a m onth , the m ajority  of it farmed 
salm on. O ne salm on im ported  from  Scotland contained PCBs at levels so high that EPA 
w ould  restrict consum ption  to no m ore than six m eals a year, if the sa lm on  were 
caught, no t bought.

The farm ed sa lm on  in d u s try  claims that both farmed and  w ild sa lm on  can be eaten 
safely m ore than once a week. This claim relies on  FDA's o u td a te d  contam ination limit.
In EWG's testing prog ram , nine of 10 farm ed salm on tested from  five countries of origin 
failed EPA's health-based  limits for w eekly  consum ption  (6000 parts  per trillion), 
exceeding the s tan d a rd  by an average of 4.5 times. A pilot s tu d y  pub lished  by C anadian 
scientists last year show ed  that farmed C anad ian  salm on contain  ten times the PCBs of 
wild A laskan and  C anad ian  salm on.
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E W G's analysis of seafood in d u s try  fish co n su m p tio n  d a ta  sh o w s  tha t one quarter of all 
adu lt  A m ericans (52 million people) eat sa lm on, an d  ab o u t 23 m illion of them  eat 
sa lm on m ore often than once a m onth . Based on  these d a ta  we estim ate  that 800,000 
people  face an excess lifetime cancer risk of m ore  than  one  in 10,000 from  eating farmed 
salm on, and  10.4 million peop le  face a cancer risk exceeding  one  in 100,000. The 
governm ent 's  p referred  level of increased risk from  co n tam inan ts  like PCBs is no more 
than one in one million, a th resho ld  set to account for a reg u la to ry  system  that 
addresses  chemicals or chemical classes ind iv idua lly  an d  is u nab le  to set safe levels for 
the complex m ixtures of h u n d re d s  of industria l chem icals to w h ich  people  are exposed.

R eco m m en d a tio n s

Six of every ten salm on so ld  in stores and  res tau ran ts  are ra ised  in h igh-density  fish 
pens in the ocean, m anaged  an d  m arke ted  by the sa lm on  fa rm ing  industry . These fish 
are eaten by a quarte r  of all adu lts  in the U.S. and  experts  p red ic t  that the exponential 
g row th  of the farm ed sa lm on  industry  will continue.

Farm -raised fish are here to stay. If raised correctly, these fish can help  m eet global 
d e m an d  for h igh-quality  pro te in  an d  take som e of the p re ssu re  off of h ighly depleted 
popula tions  of w ild fish. But m ajor reform s to the in d u s try  are needed .

In add ition  to the well d o cu m en ted  ecological p rob lem s w ith  sa lm on  farming, there is 
now  com pelling evidence of near indus try -w ide  co n tam ina tion  w ith  unacceptably  high 
levels of PCBs.

To rem edy  this problem , w e  recom m end  that:

• C ongress  pass a fund ing  increase for FDA to s u p p o r t  testing of farm ed salm on 
and  o the r protein  sources for PCBs.

• The Food an d  D rug  A dm in is tra tion  m ove quickly  to con d u c t a definitive s tudy 
of PCB contam ination  in farm ed salm on, and  m ak e  all resu lts  public. This testing 
is critical, because FDA will be unable  to u p d a te  its regu la tion  on PCBs in farmed 
sa lm on  until the agency conducts  its o w n  labora to ry  s tudies.

• The FDA issue a PCB health  adv isory  for seafood co n su m p tio n  in line with 
cu rren t PCB health  gu idance  issued by the EPA.

• Policy-makers do m ore  to preserve salm on hab ita t  in A laska, where, preliminary 
indications are, fish are naturally  low in PCB con tam ination .

• The salm on farm ing industry  m onito r sa lm on  feed for PCB contam ination  and 
shift or refine feed sources to p roduce  fish low er in PCBs a n d  o ther pollutants.

W hat yo u  can do

To reduce y o u r  exposure  to PCBs, trim  fat from  fish before cooking. Also, choose 
broiling, baking, or grilling over frying, as these cooking  m e th o d s  allow the PCB-laden 
fat to cook off the fish. W hen possible, choose w ild  a n d  canned  A laskan  salm on instead 
of farm ed, and  eat farm ed salm on no m ore  than  once a m onth .



T w o G ro u p s  to Sue Farm ed S a lm on  In d u s try
TERENCE CHEA, Associated Press W riter

AP O nline 01-23-2004 

Dateline: SAN FRANCISCO

The farm ed  sa lm on  industry  faces legal action in California for failing to w arn  
consum ers that the fish contain w hat env ironm enta l g ro u p s  say are potentially  
dangerous  levels of cancer-causing chemicals.

The E nvironm ental W orking G roup and  the C en ter  for Environm ental Health 
filed notice last w eek of their intent to sue 50 sa lm o n  farms, fish processors and 
grocery chains under  a California anti-toxics law.

"O u r goal is to challenge them  to change their practices so their fish is safe to 
e a t / '  said  Michael Green, executive director for the O ak land-based  Center for 
E nvironm ental Health.

The potential law suit comes after a m ajor s tu d y  pub lish ed  earlier this m onth  in 
the journal Science found that farm -raised sa lm on  contains significantly m ore 
contam inants  than salm on caugh t in the w ild  because of PCBs, polychlorinated 
b iphenyls, in feed. It recom m ended  that farmers change fish feed and  urged  
consum ers to b u y  w ild  salmon.

The farm ed salm on industry  d isputes  the conclusions, citing exper.s  w ho say  the 
benefits o u tw eigh  the risks of eating farm ed salm on.

"(Consum ers) will be do ing  themselves and  their families a great disservice if 
they s top  eating farm ed salm on," said Alex Trent, executive director of the trade 
g roup  Salm on of the Americas. He no ted  that farm ed  salm on, a source of heart- 
healthy om ega-3 fatty acids, is m uch cheaper than  w ild  sa lm on  and  can be 
purchased  year-round.

U nder Proposition  65, the Safe D rinking W ater a n d  Toxic Enforcem ent Act of 
1986, com panies are requ ired  to notify consum ers  if their p roduc ts  contain 
h aza rd o u s  levels of chemicals know n to cause cancer or reproductive  harm.

State law  requires private  g roups  ro first file notice of their in ten t to sue to give 
the state a tto rney  general and  other prosecu tors  60 days  to decide w hether to join 
or take over the lawsuit.

Defendants n a m ed  include major U.S. grocery  chains such  as Safeway Inc., 
Kroger Co., A lbertsons Inc. and  Costco W holesale  Corp. and  farmed salm on 
p roducers  in C anada  and Europe.

C o p y rig h t 2004, A P N ew s All Rights Reserved



R isky  behav iour: Well, it 's up  to you; Peter M cK night 
V ancouver Sun 01-19-2004

Let's  say the Environm ental Protection A gency a n d  Health  C anada  give you 
conflicting in form ation  ab o u t the safety of eating  fa rm ed  salm on. W hom  should  
y o u  trust?

The answer: Trust yourself.
T hat 's  a bit cryptic, I know, bu t then there 's  been a lot of cryptic reporting  on  this 
subject. So let me try to clarify.

O n  Jan. 9, Science m agaz ine  published  the n o w  (in)famous s tu d y  that found 
fa rm ed  salm on h ad  m uch  h igher levels of po lych lorina ted  b iphenyls  (PCBs) than 
w ild  salm on.

Specifically, farm ed sa lm on  had  average  PCB levels of 36.63 parts  per billion, 
com pared  to 4.75 parts  per billion for the w ild  variety.

By themselves, those nu m b ers  are uncontroversial. After all, even fish farmers 
ad m it  their fish contain h igher PCB levels than  wild salm on.

H ow ever, the researchers also relied on E nvironm ental Protection Agency 
guidelines (which set limits for PCBs in fish a t 24-4S parts  pe r  billion), an d  . 
concluded  that it m igh t no t be safe to eat farm ed salm on.

T hat p ro m p ted  a quick response  from the U.S. Food an d  D ru g  A dm inistra tion  
and  H ealth  C anada, bo th  of w hich set limits for PCBs at 2,000 parts  per billion.

H ealth  C anada  issued a new s release s ta ting  that, based on its risk assessment, 
"consum ing  farm ed sa lm on  does no t pose a health  risk to consum ers."

So w ho 's  right? The ETA o r the FDA and  H ealth  C anada?

S om eone m ust be correct, since this is all based  on science, right? Well, no.

W hile the a m o u n t of PCBs in fish is a scientific fact, any  recom m endation  -  
w h e th er  it be to eat or avo id  salm on -  is necessarily a value judgm ent.

Agencies look at the (scientifically verified) a m o u n t  of PCBs in con tam inated  fish 
an d  then decide w ha t they consider to be an  "acceptable" risk.

W hat counts as acceptable depends , of course, on  the values of the agency.

For example, the EPA guidelines are  based on  the a m o u n t  of PCBs that could  
cause one case of cancer in 100,000 people  over a 70- year lifetime.



But w hy choose one in 100,000 as an app rop ria te  limit? W hy no t one in a million? 
Or one in 10,000?

There 's  no scientific answ er to that question because it's no t a scientific question.

Science is a p u re ly  descriptive, rather than prescriptive, enterprise.

It deals w ith  cold, h a rd  facts, and  tells us how  things are ra th e r  than how  they 
should  be.

In o ther w ords, science can tell us how  m any  PCBs are in fish, an d  it can 
approx im ate  the probability  tha t w e will develop  cancer if we eat con tam inated  
fish.

But safety is ano ther m atte r entirely, since no th ing  is 100 per  cent safe. W hen 
agencies label a food unsafe, they are m aking  a prescription: They are say ing  you  
sh o u ld n 't  eat the food.

That is a value ju d g m en t -  it's a s ta tem ent of h ow  m uch  risk the agencies think 
you should  assume. But, ultimately, only you can decide w h a t  is an  acceptable 
risk.

Interestingly, we engage in risky behaviour every  day, w ith o u t  even th inking 
abou t it. Everything we do has a ttendan t risks -  from d riv ing  a car (relatively 
speaking, a highly dangerous  activity) to taking a show er (perhaps  the m ost 
dangerous  thing y ou  do in you r o w n  home) to eating farm ed salm on.

Yet w hen  a scientific s tu d y  appears , w e su d d en ly  look to scientists to tell us 
w he ther  we should  continue to engage in certain activities.

Scientists sim ply can 't  tell us that -- they can only  suggest w h a t m igh t h a p p en  to 
us if we do  so. As far as eating farmed salm on is concerned, it's up  to each of us 
to decide w he ther the risk is w orth  it.

In the final analysis, the w hole shebang  comes d o w n  to w h a t  m y  m other used to 
say w henever she was dissatisfied w ith  the m any  hare- b ra ined  decisions I've 
m ade.

"It 's  you r life," M om w o u ld  say. A nd  she w as right.

It is your life, and  while you can and  shou ld  avail yourself of inform ation 
p ro v id ed  by scientists, no one but you  -- not scientists, o r g overnm en t agencies, 
or environm ental activists, or fish farmers -  can tell you  h o w  to live it.

(C opyrigh t V ancouver Sun  2004)
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Alaska Trailers Association
130 Seward St., N o. 211 
Juneau, Alaska 99801 
(907) 586-9400 
(907) 586-4473 Fax

2004 Legislative Positions

House Bills

HCR25 Support Alaska Wild Salmon Week
HJR32 Support Labeling of wild and farmed / country of origin
HJR 34 Support USDA Trade Adjustment Assistance Program
HJR36 Support NPS mitigate adverse effects of fishing closures and restrictions
HB 396 Oppose MSY of “important salmon stocks" and ensuring hatchery brood stock.
HB 409 No Action Maximum length of seine vessel
HB 410 No Action CFEC permit buy-back programs
HB 415 No Action Permit holders (not vessels) fish in multiple areas
HB 419 Oppose as written Regional seafood development associations and taxes
HB 426 Oppose Tax certain tourism/recreation-related goods and services
HB 433 Support Labeling and ID of genetically modified fish & fish products
HB 435 Support Labeling and misbranding
HB 444 Support Direct marketing taxes
HB 473 No Action JV fish processing businesses and tax liability.
HB 478 No Action Issuance of commercial fishing interim-use permits.

Senate Bills

SCR 19 Support Support fisheries education
SB 27 No Action Pesticide Use
SB 281 Support Labeling and ID of genetically modified fish & fish products
SBJ262 Support Labeling and misbranding
SB 286 Support Direct marketing taxes
SB 315 No Action CFEC permit buy-back programs
SB 322 No Action Salmon enhancement tax rate

ASMI Issues
Support 1% salmon marketing assessment 
Neutral on mandatory processor assessment 
Support ASMI board size of 11 -15 members
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Date Referred to Committee: March 4,2004 FURTHER REFERRALS: Finance

Date of Committee Action: t

The LABOR AND COMMERCE Committee considered: SB 291

SENATE BILL NO. 291 UNSTAMPED CIGARETTES

"An Act extending the transition period for activities involving unstamped cigarettes; and providing for an 
effective date."

Recommends it be replaced with [ ] HCS or [ ] CS for___________________________________ (_________)
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Sponsor Statement
Last session the legislature passed SB 168 which required that cigarette tax stamps be 
affixed to all packages of cigarettes in the state of Alaska. SB 168 was signed into law 
on June 16, 2004. The bill’s effective date for affixing cigarette tax stamps was January 
I, 2004. SB 168 contained transition language that allowed distributors and retailers to 
sell unstamped cigarettes that were in the state prior to January 1, 2004 to the end user by 
March 31. 2004. Based on data from the state of Hawaii, (the most recent state to enact a 
lax stamp requirement), it was deemed that 90 days was adequate time to dispose of 
unstamped cigarettes. That timeframe also seemed adequate because the cigarette 
manufacturers had a very liberal returned goods policy. Basically, the manufacturers 
would take back any and all cigarettes for whatever reason from all retailers and 
distributors.

But that friendly return policy shifted between July 2003 and October 2003, when the 
three largest cigarette manufacturers, Philip Morris, R.J. Reynolds, and Brown & 
Williamson, announced significant changes to their returned goods policies. They 
announced that they would no longer take any cigarettes back except in very limited 
circumstances. What used to be a very liberal returncd-goods policy, basically became a 
“no returned-goods” policy. Therefore, on January I. 2004, Alaska distributors and 
retailers could not simply return their unstamped cigarettes to the manufacturers as 
previously allowed.

The Department of Revenue contacted both Philip Morris and RJ Reynolds and requested 
that they extend their old returned goods policy and allow distributors and retailers in 
Alaska to return cigarettes for a lull credit. This would have allowed the department the 
authority to give a credit for previously taxed cigarettes. Distributors and retailers could 
then repurchase cigarettes and lax stamps. The manufacturers refused to change their 
return goods policy.

Due to the change in the manufacturers’ returned-goods policies, it is apparent that 
Alaska businesses need more than 90 days to dispose of their cigarette inventories that 
were in the state prior to January I, 2004. This legislation would extend the transition 
period to June 30, 2004, giving retailers and distributors an additional 90 days to dispose 
of unstamped cigarettes. In addition, the Department of Revenue will continue to request 
that the manufacturers loosen their returned goods policy at least for distributors so that 
all cigarettes they sell to retailers will be affixed with lax stamps as soon as possible.

http://www.akfcpuBlicans.org/BuntIc
mailto:Senator.Con.Bunde@legis.state.nk.u5


FISCAL NOTE
S T A T E  O F  A L A S K A  Fiscal Note Number: 1
2004 LEG IS T A T IV E  SESSIO N  Bill Version: SB 291

() Publish Date: ____________

Revision Date/Time (Note if correction):_______________________ Dept. Affected]___________ Revenue_________
Title Unstamped Cigarettes________________________RDU Revenue Programs & Services
________________________________________________________ Component ___________ Tax Division________
Sponsor Senate Labor and Commerce___________________________________________________________
Requester Senate Labor and Commerce__________________Component No. 2476

E x p e n d itu re s /R e v e n u es__________________________________ (Thousands of Dollars)___________________
Note: Amounts do not include inflation unless otherwise noted below.

IOPERATING EXPENDITURES I FY 2005 | FY 2006 I FY 2007 | FY 2008 | FY 2009 | FY2010
Personal Services ! I t i l l
Travel I I I I I I
Contractual I I I I I !
Supplies I I I I I I
Equipment ! .. i I I I I
Land & Structures i I I I I
Grants & Claims i I I I I
Miscellaneous i I I I

TOTAL OPERATING 0.0 I 0.0 0.0 I 0.0 I 0.0 0.0

CAPITAL EXPENDITURES | . . I  I I

CHANGE IN REVENUES ( ) I ____________________

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

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0 0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: [

POSITIONS

Prepared by: Johanna B a le s ____________________________________________ Phone 269-6628
Division Tax Division   Date/Time 2/9/041:10 PM

Approved by: Steve Porter, Deputy Commissioner________________________ Date 2/9/2004___________
Agency Department of Revenue__________________________________
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FISCAL NOTE

ANALYSIS CONTINUATION

accept returns of cigarettes, the transition period for selling cigarettes to the end user needs to be extended to 
June 30, 2004 to reduce potential hardship on small businesses throughout the state. The Tax Division 
anticipates no change to cigarette tax revenues due to this legislation as it only applies to previously taxed 
cigarettes. Cigarettes imported into the state after December 31. 2003 must be affixed with a cigarette tax 
stamp as proof that the cigarette excise tax has been paid.

STATE OF ALASKA B ILL  NO. SB291
2004 LEGISLATIVE SESSION

Page_2 of_2.



02/09/2004 14:29 STATE OF ALASKA TAX DIUISJON + 919074653871 NO.7 8 j P01

OFFICE OF THE COMMISSIONER
JUNEaU, ALASKA 99311-0400 
TELEPHONE: (907) 465-2300 
FACSIMILE: (907) 465-2389

P.O.BOX 1104C*/

FRANK H. MURKOWSKI, GOVERNOR

February 9,2004

The Honorable Ccn Bunde 
Senate
Alaska State Legislature 
State Capitol 
Juneau, AJC 99801-U82

Dear Senator Bunde:

This letter is to inform you o f  the Department o f  Revenue's support o f  Senate Bill 291. This bill 
will extend the transition period for selling unstamped cigarettes that were in the state prior to 
January 1, 2004 from March 31, 2004 to June 30, 2004. At the time cigarette tax stamp 
legislation was passed, the major cigarette manufacturers had very lenient returned goods 
policies. Basically, cigarettes could be returned to tbe manufacturer by distributors and retailers 
for virtually any reason. Beginning in July 2003, the manufacturers severely restricted their 
returned goods policies and will only accept cigarette returns in very limited circumstances.

t h e  Department o f  Revenue has received approximately 50 calls from distributors and retailers 
across the state regarding the March 31, 2004 deadline to have all cigarettes bear a tax stamp. 
These businesses believe they will not be able to sell their unstamped product, product that was 
in the state prior to January 1,2004, to the ultimate consumer by the deadline. Since they can no 
longer return the cigarettes to the manufacturer, they will have to destroy product upon which the 
Alaska cigarette tax has already been paid in order to be in compliance with the new iaw.

The Department believes that extending the stamp deadline from March 31, 2004 to June 30, 
2004, as proposed in SB 291, is needed so that small businesses across tbe state will not be 
penalized by a change in state statute coupled with a change in the returned goods policies o f  
major manufacturers. Therefore, the Department o f  Revenue supports the language o f  SB 291.

Sincerely,

Steven B. porter 
Deputy Commissioner
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Senator Con Bunde February  7, 2004
Alaska Senate
Stale Capitol, Room 506
Juneau, AK 99801

RE: SB 291 Deadline extension for possessing unstamped cigarettes

Dear Senator Bunde:

My name is Mike Elerding, president and owner of an Alaska based wholesale distribution company. I 
would like to speak in favor of SB 291, which solves a unique and specific timing problem created as a 
result of the change in State law that took effect at the start of this year.

Last year Northern Sales Company of Alaska, Inc. supported and worked with you towards the passage of 
SB 168, which provides for the collection of Alaska excise lax on cigarettes through the implementation 
of an Alaska tobacco tax stamp on cigarettes sold in Alaska.

Prior to passage of SB 16S, compliance with State law required licensed wholesalers to collect and remit 
state excise tax to the State based on the filing of a monthly report. After 1/1/04 (the effective date of SB 
168). compliance with state law requires that all cigarettes imported into the state carry an Alaska tobacco 
stamp to show that the State excise lax has been collected. The problem is in the transitioning -  when 
wholesale and retail trade inventories contain a mixture of stamped and unstamped product.

State law does not provide licensed wholesalers with a mechanism to stamp unstamped cigarettes that 
were imported and paid the state excise tax prior to 1/1/04. SB 168 was based on an expectation that 
wholesale trade would be able to sell-through unstamped inventory prior a 3/31/04 transition deadline for 
the possession of unstamped product. The reality is that the sell-through of unstamped cigarettes at the 
wholesale level is taking longer than expected. Retailers are reluctant to buy unstamped product because 
possession of unstamped cigarettes after 3/31/04 is a violation of state law with significant financial 
penalties. As the deadline approaches retailers are becoming more reluctant to purchase unstamped 
cigarettes because they will not be able to sell-thorough this product, which compounds the problem.

The transition from unstamped to stamped inventory creates a unique problem for the retail trade. State 
law properly prohibits selling cigarettes below cost to dispose of distressed inventory. In addition, 
because the retail trade does not collect or remit the excise tax there is no mechanism for the state to credit 
the retail trade for a tax it does not collect. The end result is that retailers with any unstamped cigarettes 
after 3/31/04 will be guilty of misconduct involving unstamped cigarettes, which is a class C felony.

The legislation creating the tobacco tax stamp is good for Alaska because it provides greater assurance 
that the excise tax will be collected on all cigarettes imported into the state and it will reduce the sale of 
cigarettes through black market distribution channels. However, Alaska licensed wholesalers and retailers 
need some relief from the 3/31/04 deadline. SB 291 helps extend a reasonable transition period for the 
State of Alaska to fully implement the cigarette-stamping program.

Sincerely yours,

Michael J. Elerding



S u b je c t :  sb291
D ate :  Fri, 6 Feb 2004 08:38:38 -0900 

F ro m :  "Bobby Scott" < bobbyscott@ acsalaska.net>
To: <Jane_alberts@ ]egis.state .ak .us>

Good Morning Jane

I work for Jan's distributing here in Anchorage. W e service all of Anchorage, Wasilla, Fairbanks and the Kenai area. 
W e are in favor of extending the transition period for unstamped cigarettes. Extending until June will give us and the 
retailer more time to get through our unstamped inventory. If you have any questions please call me at 243-5267.

Thanks

Bobby Scott 

Jan's Distributing

mailto:bobbyscott@acsalaska.net


i-w: Mi ry j

Subject: FW: SB 293
Date: Thu, 5 Feb 2004 17:58:22 -0600 

From: Bob Galosich <bgalosich@northwest.ca>
To: '"Jane_Alberts@Legis.state.ak.us"' <Jane_Alberts ©Legis.slate.ak.us>

CC: Gary Long <GLong@northwest.ca>,
"'johanna_bales@revenue.state.ak.us'" <johanna_bales@revenue.state.ak.us>

J ane,

Per Johanna's e-mail below, Frontier Expeditors and Alaska Commercial 
Company support Senator Bundy's legislation. Our 25 retail stores in Rural 
Alaska would not be able to sell the slower moving unstamped product by 
March 31st. We appreciate your office's assistance in this matter.

3ob Galosich
Vice President of Wholesale Operations 
Alaska Commercial Company 
907-868-4505 
bgalosich@northwest.ca

 Original Message-----
From: Johanna Bales fmailto:johanna_bales@revenue.state.ak.us]
Sent: Thursday, February 05, 2004 2:35 PM 
To: Bob Galosich 
Subject: SB 291

Bob,

Senator Bunde has introduced legislation to extend the transition period 
for unstamped cigarettes from March 31, 2004 to June 30, 2004. If you 
support this legislation, please provide a support statement to Senator 
Eunde's aid, Jane Alberts via email. Her email address is:

Jane_Alberts@Legis.state.ak.us

Thanks.

Johanna Bales

I ol I

mailto:bgalosich@northwest.ca
mailto:GLong@northwest.ca
mailto:johanna_bales@revenue.state.ak.us
mailto:bgalosich@northwest.ca
mailto:johanna_bales@revenue.state.ak.us
mailto:Jane_Alberts@Legis.state.ak.us


L & J ENTERPRISES, INC.
THREE BEARS P.O. Box 189 

Tok, Alaska 997S0 
(907) 883-4324 

FAX (907) 883-4238

February 9,2004

The Honorable Con Bunde 
State Capitol Room 506 
Juneau, AK 99801-1182

Dear Senator:

I was told today that you are going to introduce SB291. Thank you, Thank you. I am the 
owner o f  five retail stores in Alaska. With out this bill we will have to destroy thousands 
o f  dollars in tobacco product.

I have no problem with the old bill, only the way it was written. The real problem is the 
supplier is still sending unstamped product and this could go on until March 31,2004. If  
the suppliers, cutoff date was March 31,2004 and the retailer June 30,2004 this would 
work.

Thank you in advance for your bill.

Sincerely,

President

THREE BEARS ALASKA 
TOK VALDEZ SEWARD KENAI


