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Alaska State Legislature

Official Business

House o f Representatives

C O M M IT T E E  ON RULES  
R ep re sen ta tiv e  N o rm an  R o k e b e rg , C ha irm an

State Capitol, Rin. 214 
Juneau. Ak 99801-1182 
(907) 465-3764

M EM ORANDUM

TO: Suzi Lowell, Chief Clerk
Alaska House o f  Representatives

FROM : Representative Norman Rokeberg, Chairman
House Rules Committee

DATE: January 28, 2003

RE: House Rules Committee Meeting Schedule

The House Rules Committee w ill meet as follows:

Tuesday, February 4, 2003
1:30 p.m., Fahrenkamp Room (Room  203 )

Topic: Organizational Meeting
Consideration o f  Proposed Change in Longevity Policy in the 
Senate/House Employment Policy



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

Legislative Affairs Agency
Office o f  the Executive Director Terry Miller Legislative Office Building, Room 217
M a il in  v Address: State C ap ito l. Rm. J  Juneau. A laska  9 9 S 0 1 -IIS 2  P lum e (90 7 ) 465-3S 00 Fax (90 7 ) 465-3234

M E M O R A N D U M

TO:

FROM :

DATE:

SUBJECT:

Senator John Cowdery, Chairman 
Sena.e Rules Committee

Representative Norman Rokeberg, Chairman 
House Rules Committee

Pam Varni, Executive Director

January 25, 2003

Change in Longevity Policy

The Senate/House Employment Policy that has been in effect since 1988 has worked well 
with the exception of the longevity steps of J-M . According to the policy “ Steps J-M will be 
granted in accordance with AS 39 .27 .022.”

AS 39.27.022(d) permits a committee of the Legislature to determine whether longevity pay 
increments will be granted under AS 39.27.022 to employees under the authority of that 
committee.

Because o f the problems we have had over the years with this section and also to retain 
professional long-term staff without penalizing them when they switch ranges because o f budget 
constraints or the individual Legislator does not have that range available to them attached is a 
proposed new longevity policy.

For example, what happens to a staff person with longevity is they might be at a Range 19K and 
then be lowered to a Range 17. According to the existing policy we must place them at a Range 
17F and not a 17K. This is because the policy states continuous service.

The House and Senate Rules Committees are respectfully requested to make this change in 
the longevity policy. Other committees will be asked to adopt this same policy so it is consisient 
throughout the Legislative Branch.

A lso attached is a memo from Tam Cook, Director o f Legal Services agreeing that this portion o f 
the policy can be changed by a legislative committee.

Enclosures



SENATE RULES COMMITTEE MOTION

MOTION : I  move that the Senate Rules Committee not adopt AS 39.27 .022 -  Pay
increments f< - longevity fo r State service but instead adopt their own plan which better 
applies to legislative service. This new policy is before the Members and would be 
effective January 16, 2003.

HOUSE RULES COM M ITTEE MOTION

M OTION : I move that the House Rules Committee not adopt AS 39 .27 .022 -  Pay
increments fo r  longevity fo r State service but instead adopt their own plan which better 
applies to legislative service. This new policy is before the Members and would be 
effective January 16, 2003.



PR O PO SE D  SEN A TE /H O USE  L O N G E V IT Y  P O L IC Y  
E F FE C T IV E  JA N U A RY  16. 2003

Step A - 
Step B -

Step C -

Step D  -

Step E -

Step F -

Step J - 

Step K  - 

Step L - 

Step M -

No prior legislative experience
Two legislative sessions o f at least 100 days each, or one fu ll year with the 
legislature at a comparable or higher level.
Four legislative sessions o f at least 100 days each, o r one fu ll year with the 
legislature at a comparable o r higher level.
Six legislative sessions o f at least 100 days each, or one full year with the 
legislature at a comparable or higher level.
Eight legislative sessions o f at least 100 days each, or one fu ll year with the 
legislature at a comparable or higher level.
Ten legislative sessions o f at least 100 days each, or one fu ll year with the 
legislature at comparable or higher level.

Fourteen legislative sessions o f at least 100 days each, or two full years with 
the legislature at a comparable or higher level.
Eighteen legislative sessions o f at least 100 days each, or two fu ll years with 
the legislature at a comparable range or higher level.
Twenty-eight legislative sessions o f  at least 100 days each, o r five fu ll years 
with the legislature at a comparable or higher level.
Thirty-six legislative sessions o f at least 100 days each, or four fu ll years 
with the legislature at a comparable o r higher level.



C U R R E N T  SEN ATE /HO USE  L O N G E V IT Y  P O L IC Y

Step A - No prior legislative experience
Step B - Two legislative sessions o f at least 100 days each, or one full year with the

legislature at a comparable or higher level.
Step C - Four legislative sessions o f at least 100 days each, or one fu ll year with the

legislature at a comparable or higher level.
Step D - Six legislative sessions o f at least 100 days each, or one fu ll year with the

legislature at a comparable or higher level.
Step E - Eight iegislative sessions o f at least 100 days each, o r one fu ll year with the

legislature at a comparable or higher level.
Step F - Ten legislative sessions o f at least 100 days each, or one full year with the

legislature at comparable or highe*- level.

Must have 7 years o f  continuous service to pass “ F ”  step.

Step J - Must be at “ F ”  step fo r two continuous years to go to “ J”  step.
Step K  - Must be at “ J”  step fo r two continuous years to go to “ K ”  step.
Step L  - Must be at “ K ”  step fo r five continuous years to go to “ L ”  step.
Step M - Must be at “ L ”  step fo r four continuous years to go to “ M ”  step.

AS 39.27.022. Pay Increments For Longevity in State Service.

(a) Pay increments, computed at the rate o f 3.75 per cent o f the employee's base salary, shall be 
provided after an employee has remained in the final step within a given range for two years, 
provided that the employee has worked continuously for the state for seven years and 
provided that the current annual rating by the employee's supervisors is designated as "good" or 
higher.

(b) Additional increments, each computed at the rate o f 3.75 per cent o f the employee's base 
salary, shall be provided under the same restrictions as provided in (a) of this section when the 
employee has remained in the final step for four, nine and thirteen years.
(c) Longevity pay increments provided for in (a) and (b) o f this section are approved under AS 
39.25 .150 (2 ) as an amendment to the pay plan for employees o f the state.

(d) This section applies to employees o f the legislature only i f  the committee responsible for 
adopting employment policies concerning the employee adopts a written policy that the section 
applies. This section applies to the employees o f the office o f the ombudsman only if the 
ombudsman adopts a policy that the section applies. This section applies to the employees o f the 
office o f victims' rights only i f  the victims' advocate adopts a policy that the section applies.
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SEHATE-HOUSE 
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3 / 2 2 / 8 8

EHPLOYHEMT rOLICY
SEHATE/HOUSE LEG ISLA T IV E  EMPLOYEES 

INTRODUCTION

■ .T h is  P o l i c y  go vern s  th o  employment o f tlio ao  l e g i s l a t i v e  
em ployees under th o  a u t h o r i t y  o f  th e  S e n a te  o r  House R u le s  
Com m ittees d u r in g  th o  l e g i s l a t i v e  s e s s io n  a r  '  u n der th e  
a u t h o r i ty  o f  th o  S e n a te  P r e e ld o n t  o r  S p e a k e r  or tho  House 
d u r in g  th e  in t e r im . T h ese em ployees in c lu d e  s t a f f  to  
In d iv id u a l  l e g i s l a t o r s ,  s t a f f  to  s ta n d in g  and s p e c ia l  
co m m ittee s , th e  s t a f f s  o f  th o  S e n a te  S a c r o t a r y 'o  and C h ie f  
C l e r k 's  o f f i c e s  and th o s e  em ployees under th e  d lr o c t  
s u p e rv is io n  o f  th e  R u le s  C om m ittees, i . e .  om ployeoe in  th e  
l e g i s l a t i v e  lo u n g e , th e  x e ro x  m achine o p e ra to rs  and th o 
s t a f f s  o f  tho S e r g e a n t  a t  arm s.

These Sen a te/H o u se  l e g i s l a t i v e  em ployees a r e  to  be h ir e d  
undor th e  fo l lo w in g  p r o v is io n s :

H l th ln  tho  bu dget c o n s t r a in t s ,  th e  R u le s  Com m ittee 
C hairm an d u r in g  s e s s io n  and th e  P r e s id e n t  and Sp e a k e r  
d u r in g  in te r im  w i l l  d e te rm in e  th e  number o f  em ployees 
and a t  what pay ran g es  each  o f  th o  in d iv id u a l  
l e g i s l a t o r s  and Com m ittee Chairm en w i l l  be a u th o r iz e d  
to  h lr o  and f o r  whet p e r io d  o f  t i n e .

Em ployaos w i l l  be s e le c t e d  by and eo rv e  a t  th e  p le a s u r e  
o f  th e  in d iv id u a l  l e g i s l a t o r .

The in d iv id u a l  l e g i s l a t o r  v l l ’ subm it a r e q u e s t  f o r  th e  
a u t h o r iz a t io n  to  h i r e  to  t h e i r  r e s p e c t iv e  R u le s  Chairm an 
d u r in g  s e s s io n  and to  th e  S e n a te  P r e s id e n t  o r  S o o a k e r  o f  th e  
Houso as  a p p r o p r ia te  d u r in g  in t e r im . The a u t h o r iz a t io n  to  
h i r e  w i l l  bo fo rw ard ed  to  th e  LAA P e rs o n n e l O f f i c e .  A t t h a t  
t im e , th e  em ployee w i l l  be a b le  to  com p le te  th e  n e c e ss a ry  
p aperw ork  and bo p u t on th e  p a y r o l l .

SALARY SCHEDULE

RANGE

C h ie f  C le r k  
S e n a te  S e c r e t a r y

22, 21

L e g i s l a t i v e  A s s is t a n t to to o

A d m in is t r a t iv e  A s s is t a n t  
A s s is t a n t  C h is f  C le r k  
A s s is t a n t  S e n a ta  S e c r e t a r y  
S e rg e a n t  a t  Arms

19, 18

SENATE-HOUSE 
JO IN T  JOURNAL SUPPLEMENT

EMPLOYMENT POLICY
SENATE/HOUSE LEG ISLA T IV E  EMPLOYEES

3 / 2 2 / 8 8

E n r o l l i n g  C lo r k  18< 17
E n g ro s s in g  C le r k

A s s i s t a n t  E n r o l l i n g  C le rk  
A s s i s t a n t  E n g ro s s in g  C le rk  
A s s i s t a n t  S e r g e a n t  a t  Arma 
R e s e a rc h e r  
Lounge S u p e r v is o r

17, 16

H ach in e  O p e ra to r 15, 14, 13
L e g i s l a t i v e  S e c r e t a r y

C le r k 12, 11, 10

C o l l a t o r
Lounge A tte n d a n t
X o ro x  O p e ra to r _____ _____________- _______

M sssonger 1 0 » 9
Pago

BEN EFIT S

E x c e p t  as  p ro v id e d  f o r  h o u r ly  em p loyees, a l l  em ployees w i l l  
bo p a id  on a m o nth ly  b a s in  on th e  s a la r y  s ch e d u le  In  e f f e c t  
f o r  c l a s s i f i e d  and p a r t i a l l y  oxompt S t a t e  em p loyees . (See  

AS 39. 27. 011( a ) . )

NOTEi No commitment f o r  th e  c o n t in u a t io n  o f  employment i s  
to  bo assum ed. Em ployees s e rv e  a t  th e  p le a s u r e  o f  t h e i r  
r e s p e c t iv e  s u p e rv is o r  and upor. th o  a u t h o r iz a t io n  o f  tho 

a p p r o p r la to  a u t h o r i t y .

Em ployees do n o t r e c e iv e  a g e o g ra p h ic  pay d i f f e r e n t i a l ,  
e i t h e r  d u r in g  s e s s io n  o r  In te r im .

A l l  m onth ly  p a id  em ployees r e c e iv e  f u l l  m e d ic a l, r e t ir e m e n t  
and le a v e  b e n e f i t s .  M onth ly  p a id  em ployees do n o t r e c e iv e  
com pensatory  tim e  o r  o v e rtim e  and a re  on c a l l  7 days p er 

w eek.

Em ployooB a r e  n o t com pensated f o r  t r a n s p o r t a t io n  o r  moving 

e x p e n s e s .

H o u rly  pay based on th e  c u r r e n t  s a la r y  s ch e d u le  w i l l  sIbo be 
a v a i l a b l e  f o r  s h o r t  term  em ploym ent. H ou rly  em ployees may 

r e c e iv e  r e t ir e m e n t  b e n e f i t s .

LONGEVITY

L o n g e v ity  may bo g ra n to d  e f f a c t i v a  th e  16th  o f  tho  month 

f o l lo w in g  an e m p lo y e e 's  e l i g i b i l i t y .
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SENATE-HOUSE 
JO IH T  JOURHAL GUPPLEHEHT
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EHPLOYHEHT POLICY
8EIIATE/H0USE L E G ISL A T IV E  EHPLOYEES

L o n g e v ity  In c r e a s e s  o re  d e te rm in e d  a c c o rd in g  to  th e  
f u l lo w in g  c r t t o r l o :

S to p  A -  Ho p r io r  l e g i s l a t i v e  e x p e r ie n c e .
S to p  B -  Two l o g l o l a t l v e  s e s s io n s  o f  a l o a a t  100 doyn 

eoch o r  one f u l l  y o n r w ith  th e  l e g l o l e t u r o  a t  
a com p arab le  o r  h ig h e r  l e v e l .

S to p  C -  Fo u r l o g l o l a t l v e  o o ao io n a  o f  a l e a n t  100 days 
each  o r  ono f u l l  vo nr w ith  th o  l e g i s l a t u r e  a t  
a com p arab le  o r  h lg h o r  lo v o l .

S te p  D -  S i x  l o g i c l a t i v e  s e s s io n s  o f  a l e a s t  100 days 
each  o r  one f u l l  y e a r  w ith  th e  l e g i s l a t u r e  a t  
a co m p arab le  o r  h ig h o r  l o v o l .

S te p  E -  E ig h t  l e g i s l a t i v e  n e e s lo n a  o f  a l e a n t  100 dayn 
each  o r  one f u l l  y o n r w ith  th e  l e g i s l a t u r e  a t  
a co m p arab le  o r  h ig h e r  l e v e l .

S te p  F -  Ton l e g i s l a t i v e  s e s s io n s  o f  a l e a s t  100 days 
oach o r  ono f u l l  y e a r  w ith  th o  l e g i s l a t u r e  a t  
a co m p arab le  o r  h ig h e r  l e v e l .

S te p a  J -H  w i l l  bo g ra n te d  in  a c c o rd a n ce  w ith  AS 
39. 27. 022.

A com p arab le  l e v e l  o f  s e r v ic e  i s  d e f in e d  no work 
porform od in  a p o s i t io n  w ith  s im i l a r  d u t ie s  and 
r e s p o n s i b i l i t i e s  and a g u id e l in e  may bo an f o l lo w s !

Ranges 21,20 
Rangoo 19,18 
R anges  17,16 
Rnngen 15, 14,13 
Ranges 12, 11, 10,9

When prom oted to  a p o s i t io n  w ith  a h ig h e r  ran g e  th a t  in  no t 
co m p arab le , s te p  p lacem e n t above S te p  A may bo g ra n te d  in
o r d e r  t h a t  th e  om ployee r o c e lv o ,  in  a f f o c t ,  ti one s to p
in c r e a s e .  Su b sequ en t lo n g e v i t y  s te p s  may be g ia n te d  upon 
co m p le tio n  o f  a d d i t io n a l  q u a l i f y in g  e x p e r ie n c e .

Those em ployees who would no t bo e l i g i b l e  un der th o  r e v is e d  
P o l i c y  fo r  th e  e te p  w hich  th e y  a ro  c u r r e n t ly  b o ln g  p a id  w i l l
r e t a i n  th a t  s te p  u n t i l  th ey  would be e l i g i b l e  fo r  th o  n e x t
s te p  under th e  r e v is e d  P o l i c y .

LEAVE

L e g i s l a t i v e  em ployees a ro  n u b jo c t  to  th o  s t a t u t e s  r e g a r d in g  
th e  a c c r u a l  and use o f  p e rs o n a l lo a v o . A l l  em ployees who 
r e c e iv e  le a v e  b e n e f i t s  a c c ru e  le a v e  a t  a r a t e  basod  on t h e i r  
p r i o r  s e r v ic e  in  p o s i t io n s  w ith  le a v e  b o n o f i t s .  Tho 
L e g i s l a t i v e  A f f a i r u  Agency P e rs o n n e l O f f i c e  sh o u ld  be 
n o t i f i e d  by th e  s u p e r v is o r  when an em ployoe i s  a b s e n t o i t h e r  
in  a memorandum o r  w ith  Bu bm leo lon  o f a le a v e  s l i p .  Leave 
s l lp n  sh ou ld  be com p leted  by th e  om ployoe, s ig n e d  by th e  
e m p lo y a a 's  s u p e rv is o r  and su b m itted  to  LAA P e rs o n n e l 
im m e d ia te ly  upon th e  e m p lo y e e 's  r e tu rn  to  w ork.

3 / 2 2 / 9 8
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EMPLOYMENT POLICY
SENATE/HOUSE LEG ISLA T IV E  EMPLOYEES

Em ployees a c c ru e  le a v e  t l a e  on th e  fo l lo w in g  b a s l s i

2 days (15 h o u rs ) fo r  -iach f u l l  m onthly pay p e r io d  f o r
O Bpioyoes w ith  0 -2  y e a rs  o f  s e r v ic e  
in  a lo a v o  a c c ru in g  p o s i t io n .

2.25  d a y s ( 16■075 h ou rs) f o r  oach f u l l  m onth ly pay
p e rio d  f o r  em ployoes w ith  2-5 y oare  
o f s e r v ic e  in  a lo a v o  a c c ru in g  
p o s it io n .

2 .5  dayo ( I B . 75 h o u rs ) f o r  each  f u l l  m onth ly  pay p e r io d
f o r  em ployees w ith  5-10 y e a r s  o f  u e r -
v lc e  in  a le a v e  a c c ru in g  p o s i t io n .

3 days ( 22.5  h o u rs ) f o r  eoch f u l l  m onth ly pay p e r io d
fo r  em ployees w ith  10 o r  more y e a rs
o t s e r v ic e  in  a le a v e  a c c ru in g
p o s i t io n .

T h is  P o l i c y  i s  e f f e c t i v e  J u ly  1 , 19B8 .

EXCEPTION ! Those c u r r e n t  em ployees who would q u a l i f y  under 
th o  r e v is e d  Employment P o l ic y  f o r  a lo n g e v i t y  s to p  in c re a s e  
Ja n u a ry  16, 1998 a r e  a u th o r iz e d  to  r e c e iv e  th o  in c re a s e  
r e t r o a c t i v e  to  t h a t  d n tn .

5



L E G A L  S E R V IC E S

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

DIVISION OF LEG AL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF A LA S K A State Capitol 
Juneau, Alaska 99801-1182 

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

M E M O R A N D U M January 23, 2003

SU B JE C T : Longevity increases fo r employees approved by the Rules 
Committees

TO: Pam Vami 
Executive Director

FROM: Tamara Brandt Cook 
Director /

You ask for language that could be considered and adopted by each o f  the Rules 
Committees that would apply to employees who are hired and serve with the approval o f  
those committees and that would treat longevity pay increments in the way that step 
increases are handled under the Employment Policy adopted by both the House and the 
Senate. I suggest the follow ing:

HOUSE RULES COM M ITTEE AND SENATE RULES COM M ITTEE LON G EV ITY  
PAY  INCREM ENT PO L ICY

The "Employment P o lic y  - Senate/House Legislative Employees" adopted b y  both the 
House o f  Representatives and the Senate, effective July 1, 1988, specifically provides: 
"Longevity may be granted effective the i6th o f  the month fo llow ing an employee's 
eligibility." The Po licy sets out the criteria fo r determining increases fo r steps A - F and 
states "Steps J - M  will be granted in accordance with AS 39 .27 .022." AS 39.27 .022(d ) 
permits a committee o f  the legislature to determine whether longevity pay increments 
w ill be granted under AS 39.27.022 to employees under the authority o f  that committee. 
The House Rules Committee and the Senate Rules Committee find that AS 39.27 .022 is 
not appropriately tailored to meet the needs o f  legislative s ta ff who are hired and serve 
under the authority o f  the Rules Committees. Therefore, the House Rules Committee and 
the Senate Rules Committee reject application o f  AS 39 .27 .022 and adopt the following 
longevity pay increments for employees under the authority o f  the Rules Committees:

Step J - Fourteen legislative sessions o f  at least 100 days each or two full 
years with the legislature at a comparable or higher level.

Step K  - Eighteen legislative sessions o f  at least 100 days each or two fu ll 
years with the legislature at a comparable or higher level.

Step L - Twenty-eight legislative sessions o f  at least 100 days each o r five 
fu ll years with the legislature at a comparable or higher level.
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Step M - Thirty-six legislative sessions o f  at least 100 days each or 
fu ll years with the legislature at a comparable or higher level.





Alaska State Legislature
H o u s e  o f  R e p r e s e n ta t iv e s

O fficial B usiness C O M M I T T E E  O N  R U L E S  

Representative Norman Rokeberg, Chairman

Stale Capitol. Rm. 214 
Juneau, Ak 1)9801-1182 
(907) 465-3764

MEMORANDUM

TO: House Rules Committee Members

FROM: Rep. Norman Rokeberg, Chairman
House Rules Committee

DATE: April 10 ,2003

RE: MB 120, Amendment 2

Attached are CS HB 120 (R LS ) and a memorandum from Mike Ford, Legal Services.

I have checked with the sponsor o f  the amendment (Rep. McGuire) and the sponsor o f  
the legislation (Rep. Coghill) and both are satisfied with the amendment. Therefore, 1 
have filed the committee substitute with the C lerk ’ s Office.

I f  you have any questions, please do not hesitate to contact me.



A M EN D M EN T

OFFERED  IN  TH E  H OUSE  RULES  B Y  REPRESENTAT IVE  COGH ILL

TO: HB 120\Version V

1 Pase 2, tine 19.c-* '

2 Insert:

3 (3 ) is not a contract o f insurance under Alaska law.



LEGAL SERVICES

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  
FA X  ( 9 0 7 )  4 6 5 - 2 0 2 9  
M ail S to p  3 1 0 1

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA S ta te  C ap ito l
J u n e a u , A la s k a  9 9 8 0 1 - 1 1 8 2  

D e liv e r ie s  to : 1 2 9  6 th  S t ., R m . 3 2 9

M E M O R A N D U M April 10 ,2003

S U B J E C T :  Service contracts as insurance (CSHB 120 (RLS ))

T O :  Representative Norman Rokeberg
Attn: Janet

F R O M :  Michael F. Ford
Legislative Counsel

The CS you requested is attached. I included amendment #2 adopted by the committee, 
but did so in a different manner than that adopted by the committee. I included the 
language o f  amendment #2 as a new clause in the beginning o f  subsection (e) to avoid 
putting substantive provisions in the definition.

Please contact me i f  you have further questions.

MFFmidr 
03-07 l.m dr

Enclosure:



A M E N D M E N T

T O :  C S  H B  1 2 0  ( R L S )  B Y :  R o k e b e r g
2 3 - L S 0 5 3 7 \ F o r d ,  4 / 8 / 0 3

O F F E R E D  B E F O R E :  T h e  H o u s e  R u l e s  C o m m i t t e e  

P a g e  2 ,  l i n e  1 8 :

D E L E T E :  “ ,  o r  a  p a r t  o f  t h e  h o u s e h o l d  s t r u c t u r e ”  
I N S E R T :  a f t e r  “ s y s t e m , ” ,  i n s e r t  “ o r ”

L i n e  1 8  w o u l d  t h e n  r e a d :

“ l i m i t e d  t o  a  h o u s e h o l d  s y s t e m  o r  a p p l i a n c e . ”



FISCAL NOTE

R e v is i  3n D a t e / T im e  (N o t e  i f  c o r r e c t i o n ) :___________________________ D ep t. A ffe c te d ;_____________ D C E D _____________
T itle  E x c lu d in g  S e rv ic e  C o n t ra c ts  from  Rec_______________B R U  In s u ra n c e  ( 1 1 6 )_________________
______________________________________________________________________________ C o m p o n e n t  In s u ra n c e ________________________
S p o n s o r  R e p . C ogh il'_____________________________________________  ____________________________________
R e q u e s te r  H o u s e  R u le s ____________________________________________ C o m p o n e n t  N o . 3 5 4

STA TE OF A LA SK A  Fiscal Nole Number: ________________
2.003 LE G IS L A T IV E  SESSION Bill Version: C SH B120 (RLS)

() Publish Date: _______________

E xp e n d itu re s /R e ve n u e s ______________________________________________(T h o u s a n d s  o f  D o l l a r s )
N o te : A m oun ts d o  n o t in c lu d e  in fla tion  u n le s s  o th e rw ise  n o te d  b e low .
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
P e rs o n a l S e rv ic e s
T ra v e l
C on tra c tu a l
S u p p lie s
Equ ipm en t
L an d  & S t ru c tu re s
G ra n ts  & C la im s
M is c e lla n e o u s

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (T h o u s a n d s  o f  D o lla r s )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R e c e ip ts
1 0 3 7  G F /M en ta l H e a lth
O th e r  (Specify T y p e -D o  not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2003) cost: 0 .0
Mark this box (X) if  fund ing fo r th is b ill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Fu ll-tim e
Pa rt-tim e
T em p o ra ry

ANALYSIS: (Attach a separate page if necessary)

P h o n e  ( 9 0 7 )  4 6 5 - 3 7 6 4  
D a te /T im e  4 / 9 / 0 3  7 :5 2  PM

Approved by: Representative Norman Rokeberg, Chairman_________________________Date 4/9/2003______
Agency House Rules Committee_____________________________________

P re p a re d  by : J a n e t  S . S e i t z , S t a f f
D iv is ion  H o u s e  R u le s  C om m itte e

(Revised 9/2002 OMB) Page 1 o f  1



0 0 0  A  Q u i c k  F a x  L e t t e r  0 0 0

C h a r t r a n d  L a w  O f f i c e

130 N. Cherry, Suite 202 • Olathe, KS 66061 • Phone: 913-768-4700 • Fax:913-768-4900
24 hour voice mail/wireless phone 913-269-4701 
E-mail: CHARTLAW @ aol.com April 10, 2003

F ro m : A r th u r  J .  C h a r t r a n d , E sq . 9:35 AM CST

t o :  J a n e t

AT: R u l e s  c o m m i t e e V o i c e  P h o n e  9 0 7 - 4 6 5 - 4 9 6 8

FAX # 9 0 7 - 4 6 5 - 2 0 4 0 Temp Fax

Fax H om e

Pages to follow:___ 2
Re: HB 120
Dear Janet:
Thanks for the teleconference yesterday. Again we fully support HB 120 as is and desire it being adopted. Unfortunately, the DOI has just not afforded itself an education yet to fully understand this industry and all the new thinking since NAIC declared these not to be the business of insurance. I think I made some limited progress with staffers there this week, but they clearly are misinfomred on the status of the industry and current legal thinking on what is insurance.
Attached is the Mississippi law signed into law ins', a few weeks ago. We fully expect similar type law to be enacted within weeks in Ohio, arid related proposals to effectively accomplish the same in Oregon and Nevada. This comes on clear and total trend in recent years of South Dakota, North Dakota, Idaho and Montana and nearly passed measure in New Hampshire-the latter tabled action until 2004 but indications are it will easily pass it out in 2004. There remain less than a handful of states with remnants of Insurance Code treatment and NO STATE in over ten years has taken any measure to declare service contracts to be insurance. The remaining confusion is largely based upon the incorrect notion of a "home warranty." "Warranty" is a generic marketing tern. Mvering a market which is almost entirely of prepaid household service contracts.
Two suggestions if possible and if will not hinder adoption:
1.) Add clear statement below E:“Said contracts as defined above are not contracts of insurance under Alaska law.Exemption from the code is great, but this clause forecloses future arguments and is the NAIC position.
2.) We would prefer the "part of a household structure” language remain only to extent that some household service contacts do provide to service or repair leaks in roofing systems. This is a valuable consumer benefit and adds little if any to cost of contract. Some states simply add a clause saying "and may cover service, repair or replacement to roofing systems." The term “household system" may not be enough for those later to conclude roof systems allowed because may argue roof systems are structural part of house.
This still leaves a large and important distinction between household service contracts and true “home warranties” that are often offered by builders or others that purport to cover the entire house structure. Thank you. I would appreciate it if we could be kept apprised of developments. We are willing to help in any way. sy)

Visit us at W W W .CHARTLAW .COM /  V J'Z g '

• cl 0 0 6 *  8 9 L E I 6 d n o j g  p u e j ^ j e q a  & Z . * : 6 0  EO 01  -"' ’d

http://WWW.CHARTLAW.COM


HOUSE B IL L  NO. 1073

AN ACT TO DEPINE THE TERM "SERVICE CONTRACT"; TO PROVIDE THAT 
SERVICE CONTRACTS ARE NOT A CONTRACT OF INSURANCE UNDER 
M ISS ISS IPP I LAV) AND. IS  EXEMPT FROM T ITLE  8 3 , M ISS ISS IPP I CODE OF 
1 9 7 2 ; TO PROVIDE THAT SERVICE CONTRACTS ARE SUBJECT TO THE 
M ISS ISS IPP I CONSUMER PROTECTION ACT; TO REPEAL SECTIONS 8 3 - 5 7 - 1  
THROUGH 8 3 - 5 7 - 7 9 ,  M ISS ISS IPP I CODE OF 1972,, WHICH PROVIDE FOR THE 
REGULATION OF HOME WARRANTIES BY THE COMMISSIONER OF INSURANCE;
AND FOR RELATED PURPOSES.

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF M IS S IS S IP P I :
SECTION 1 .  (1 ) The te rm s " s e r v ic e  c o n t r a c t ,"  "home

w a rran ty " o r  "home s e r v ic e  c o n t r a c t ,"  a s  u sed  in  t h i s  s e c t i o n ,  
means a c o n t r a c t  o r  agreem ent f o r  a s e p a r a t e ly  s t a t e d  
c o n s id e r a t io n  f o r  a s p e c i f i c  d u r a t io n  t o  p e r fo rm  th e  r e p a i r ,  
rep la cem en t o r  m ain tenance o f  p r o p e r t y  o r  t o  re im b u rs e , in  w hole  
o r  in  p a r t ,  th e  owner o f  s u c h  p r o p e r t y  f o r  th e  r e p a i r ,  re p la c em en t  
o r  m a in ten an ce  o f  p r o p e r ty  i f  s o  o p e r a t io n a l  o r  s t r u c t u r a l  f a i l u r e  
i s  due t o  a d e f e c t  in  m a t e r i a l s  o r  m an u fa c tu r in g  o r  t o  n o rm a l w ear 
and t e a r .  A s e r v i c e  c o n t r a c t  may c o n t a in  a p r o v i s io n  f o r  
in c id e n t a l  payment under s u c h  c o n t r a c t  where s e r v i c e ,  r e p a i r  o r  
rep la cem en t i s  n o t  f e a s i b l e  o r  e c o n o m ic a l .

(2 ) The m a rk e t in g , s a l e ,  o f f e r i n g  f o r  s a l e ,  is s u a n c e , 
making, p r o p o s in g  t o  make and a d m in is t r a t io n  o f  a s e r v ic e  c o n t r a c t  
i s  n o t a c o n t r a c t  o f  in s u ra n c e  un de r M is s i s s ip p i  law  and i s  exempt 
from  th e  p r o v i s i o n s  o f  T i t l e  8 3 , M is s i s s i p p i  Code o f  1 9 7 2 .

(3 )  S e r v ic e  c o n t r a c t s  s h a l l  be s u b je c t  t o  th e  p r o v i s i o n s  o f  
th e  M i s s i s s i p p i  Consumer P r o t e c t i o n  A c t ,  S e c t io n  7 5 - 2 4 - 1  e t  s e q .

(4 )  N o th in g  c o n ta in e d  h e r e in  s h a l l  r e p e a l  o r  a l t e r  th e  
r e g u la t i o n  o f  v e h i c l e  s e r v i c e  c o n t r a c t s  c u r r e n t l y  d e f in e d  and  
r e g u la t e d  un d e r S e c t io n  8 3 - 6 5 - 1 0 1  e t  s e q .

H . B . No. 1073 
03/HR03/R149GPH 
Page 1

OOGfr 8 9 L E I G clnoug p u e j q j e t i 3 : 6Q GO 0 1  J



A9

SECTION 2 . S e c t io n s  8 3 - 5 7 - 1 ,  8 3 - 5 7 - 3 ,  8 3 - 5 7 - 5 ,  8 3 -5 7 -7 ^  
8 3 -5 7 - 9 ,  8 : i - 5 7 - l l ,  8 3 - 5 7 - 1 3 ,  8 3 - 5 7 - 1 5 ,  8 3 - 5 7 - 1 7 ,  8 3 - 5 7 - 1 9 ,  
8 3 -5 7 - 2 1 ,  f / 3 -5 7 -2 3 , 8 3 - 5 7 - 2 5 ,  8 3 - 5 7 - 2 7 ,  8 3 - 5 7 - 2 9 ,  8 3 - 5 7 - 3 1 ,
3 3 - 5 7 - 3 3 ,  3 3 -5 7 -3 5 ,  8 3 - 5 7 - 3 ? ,  0 3 - 5 7 - 3 9 ,  B 3 - 5 7 -4 1 ,  8 3 - 5 7 - 4 3 ,
8 3 - 5 7 - 4 5 ,  E 3 - 5 7 -4 7 , 8 3 - 5 7 - 4 9 ,  8 3 - 5 7 - 5 1 ,  8 3 - 5 7 - 5 3 ,  8 3 - 5 7 - 5 5 ,
8 3 -5 7 - 5 7 ,  8 3 - 5 7 - 5 9 ,  8 3 - 5 7 - 6 1 ,  8 3 - 5 7 - 6 3 ,  8 3 - 5 7 - 6 5 ,  B 3 -5 7 -6 7 ,
8 3 - 5 7 - 6 9 ,  8 3 - 5 7 - 7 1 ,  8 3 - 5 7 - 7 3 ,  8 3 - 5 7 - 7 5 ,  8 3 -5 7 -7 7  and 8 3 - 5 7 - 7 9 ,  
M is s i s s ip p i  Coue o f  1 9 7 2 , w h ich  p r o v id e  f o r  th e  r e g u la t io n  o f  home 
w a rra n t ie s  by th e  C om m ission er o f  In s u r a n c e , a r e  h e re b y  r e p e a le d .

SECTION 3 . T h is  a c t  s h a l l  ta k e  e f f e c t  and be  in  f o r c e  from  
and a f t e r  i t s  p a s s a g e , and s h a l l  be a p p l i c a b le  t o  a l l  p ro c e ed in g s  
pend ing  b e fo r e  th e  D epartm ent o f  In su ra n ce  o r  th e  c o u r t s  o f  t h i s  
s t a t e  on th e  e f f e c t i v e  d a te  o f  t h i s  a c t .

PASSED BY THE SENATE 
March/€\ 2003

H. B . No. 1073 
03/11R03/R1496PH 
Page 2
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Alaska State Legislature
H o u s e  o f  R e p r e s e n t a t i v e s

State Capitol, Rm. 214 
Juneau, Ak 99801-1182

Official Business C O M M IT T E E  ON R U LES  <907> 465-3764
Representative Norman Rokeberg, Chairman

H O USE  R U LE S  C O M M IT T E E  F IL E S  
F O R  A P R IL  10, 2003 M E E T IN G

Attached are :

1. C SH B  120 (R L S ), 23 -LS0537W , Fo rd , 4/8/03. Change from  last R L S  
d ra ft is on page 2, lines 22-27, basically the addition o f  lines 26-27.

2. F iscal note, C S IIB  120 (R L S )

Please b ring  the fo llow ing files to the meeting tom orrow :

H B  120 
I IC R  7 
H C R  16

Thank  you.
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Ford

4/8/03

CS F O R  H O U SE  B IL L  NO . 120 (R L S )

IN  THE LEG ISLA TU RE  OF THE STATE OF ALASKA

TW EN TY -TH IRD  LEG ISLA TU RE  - F IR ST  SESSION
BY THE HOUSE RULES COM M ITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVE COGHILL

A  B IL L  

F O R  AN  A C T  E N T IT L E D  

"An Act excluding service contracts from  regulat* .1 as insurance; re la ting  to insurance 

licensing fo r  m oto r vehicle service contracts and home w arran ties ; and p rovid ing fo r  an 

effective date ."

B E  IT  EN A C TED  B Y  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A LA SK A :

* Section 1. AS 21.03.021 is amended by adding a new subsection to read:
(e) This title does not apply to a service contract offered, issued fo r delivery, 

delivered, or renewed in this state. In this subsection, "service contract"
( 1) means a contract or agreement fo r a separate or additional 

consideration, fo r a specific duration, to
(A ) maintain, service, repair, o r replace tangible personal 

property, or to indemnify fo r repair, replacement, or maintenance, fo r an 
operational or structural failure due to a defect in materials o r workmanship or 
normal wear and tear, with or without additional provision fo r incidental 
indemnity payments when service, repair, or replacement is not reasonably or

-1- CSHB 120(RLS)
Ne>v T e x t:  U n d e r l i n e d  [DELETED TE XT BRACKETED]



WORK DRAFT WORK DRAFT 23-LS0537W

commercially feasible;
(B ) repair, replace, or maintain tangible personal property 

damaged as a result o f power surges o r as a result o f accidental damage from  
the handling o f property damaged by power surges; or

(C ) repair, replace, o r maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from  operational or structural failure due to a defect in materials or 
workmanship or normal wear and tear;

(2) does not include
(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys;
(D ) insurance on a motor vehicle subject to registration under 

AS 28 .10 .011; or
(E ) a home warranty; in this subparagraph, "home warranty"

means a warranty that covers the entire home and does not include a warranty
limited to a household system, appliance, o r a part o f the household structure.

*  Sec. 2. AS 21 .27 .010(h ) is amended to read;
(h ) This chapter does not apply to a person

(1) licensed to practice as an attorney at law while the person is acting 
as an attorney at law ; o r

(21 who sells, solicits, o r negotiates a
(A ) service contract on a m oto r vehicle subject to

reg istration under AS 28.10 .011 ; o r
(B ) home w arran ty ; in this subparag raph , "hom e

w a rran ty " has the meaning given in AS 21 .0 3 .0 2 1 (e )(2 )(E ),
* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).

CSHB 120(RLS) -2-
N ew  T ex t:  U n d e r l i n e d  [DELETED TE X T  BRACKETED]



FISCAL NOTE

2 0 0 3  LEG IS LA T IV E  SESSION Bill V e rs ion : C S H B 12 0  (R L S )
() Pub lish  D ate : ___________________

STATE OF ALASKA Fiscal Note Number: _______________

R e v is io n  D a t e /T im e  (N o te  if c o r r e c t io n ) :__________________________ Dept. A ffec ted: Community & Economic Development
Title S e rv ic e  C on trac t S a le s  A re BRU In su rance (1 1 6 )

Not In su rance C om ponen t In su rance
S p o n s o r  R ep re sen ta tiv e  Cogh ill
R eq u e s te r H ou se  R u le s C om ponen t No. 3 5 4

E x p e n d i t u r e s / R e v e n u e s (T h o u s a n d s  o f  D o l la r s )
N ote : Am ounts d o  not inc lude in flation u n le ss  o the rw ise  noted  below .
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 4 F Y  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9
P e rso n a l S e rv ic e s
T rave l
C on trac tua l
Supp lies
Equipment
Land & S truc tu res
G ran ts  & C la im s
M isce llan eou s

TO TA L  O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P ITA L  E X P E N D IT U R E S  |
CH AN GE IN R E V E N U E S  (1 0 0 4 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 )
FUN D  S O U R C E (T hou sand 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
10 0 4  G F  (P rem ium  T axe s )
1 0 0 5  G F /P rog ram  R ece ip ts
1 0 3 7  G F /M enta l H ealth

TO TAL 0 .0 0 .0 0 .0 0 .0 0 .0 t.O

E s tim a te  o f  a n y  c u r re n t  y e a r  (F Y 2 0 0 3 ) c o s t : 0 .0
M ark th is  b o x  (X ) if 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 rn o r 's  FY  2 0 0 4  b u d g e t p r o p o s a l :
PO S IT IO N S
Full-tim e
Part-tim e
T em po ra ry

A N A LY S IS : (Attach a separata page if necessary)

T h is  le g is la t io n  w o u ld  e x e m p t  s e r v ic e  c o n t ra c t s  fro m  th e  d e fin it io n  o f  in s u ra n c e , t h e r e fo r e ,  in s u ra n c e  
c o m p a n ie s  s e rv ic in g  th em  w ill n o  lo n g e r  p a y  p rem iu m  ta x e s . If th is  o c c u rs  th e  d iv is io n  e s t im a te s  a  lo s s  o f  
up  to  $ 1 8 , 0 0 0 . 0 0  p e r  y e a r  in p re m iu m  ta x e s , b u t m o s t  lik e ly  a  le s s e r  am o u n t .

P rep a red  by: Linda S . Hall__________________________________________________________  P h o n e  9 0 7 -2 6 9 -7 9 0 0
D ivision In su rance  ___________________________________________________________  Date/T im e 4 /8 /0 3  5 :4 6  PM
Approved by: Commissioner Edgar Blatchford____________________________________Date 4/8/2003______
Agency Community & Economic Development________________________

(Rovisod 9/2002 OMO) Page 1 o f  1__
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WORK DRAFT

CS F O R  H O USE  B IL L  NO . 1 20 (R L S )

IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

TW EN TY -TH IRD  LEG ISLATURE  - F IR ST  SESSION
BY TIIE HOUSE RULES COM M ITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVE COGHILL

A B IL L  

FO R  AN ACT E N T IT L E D

1 "A n Act excluding service contracts from  regulation as insurance; re lating to insurance

2 licensing fo r  m otor vehicle service contracts; and provid ing fo r  an effective date."

3 |  BE  IT  EN A CTED  B Y  TH E  L E G IS LA T U R E  O F  TH E  STA TE  O F  A LA SKA :

4 II * Section 1. AS 21.03.021 is ame ided by adding a new subsection to read:
5 (e) This title does not apply to a service contract offered, issued fo r delivery,
6 delivered, or renewed in this state. In this subsection, "service contract"
7 ( 1) means a contract or agreement fo r a separate or additional
8 consideration, fo r a specific duration, to
9 (A ) maintain, service, repair, o r replace tangible personal

10 || property, or to indemnify for repair, replacement, o r maintenance, fo r an
11 || operational or structural failure due to a defect in materials or workmanship or
12 || normal wear and tear, with or without additional provision fo r incidental
13 || indemnity payments when service, repair, or replacement is not reasonably or
14 || commercially feasible;

L
-1-

N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
CSIIB I20(RLS)
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(B ) repair, replace, or maintain tangible personal property 
damaged as a result o f power surges o r as a result o f accidental damage from 
the handling o f property damaged by power surges; or

(C ) repair, replace, or maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from operational or structural failure due to a defect in materials or 
workmanship o r normal wear and tear;

(2) does not include
(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys;
(D ) insurance on a motor vehicle subject to registration under 

AS 28.10 .011; or
(E ) a home warranty; in this subparagraph, "home warranty" 

means a warranty that covers the entire home and does not include a warranty 
limited to a household system, appliance, or a part o f the household structure.

* Sec. 2. AS 21 .27 .010 (h ) is amended to read:
(h ) This chapter does not apply to a person

(1) licensed to practice as an attorney at law while the person is acting 
as an attorney at law: o r

(2) who sells, solicits, o r  negotiates a service contract on a motor 
vehicle subject to registration under AS 28 .10 .011 .

* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).

CSHB 120(RLS) -2-
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Frank H. Murkowski, Governor

D e p a r tm e n t  o f  C o m m u n ity  
a n d  E c o n o m ic  D e u e lo p m e n t

Division of Insurance
P.O. Box 110805, J u n e a u , AK 998 1 1 -0 8 0 5
T elephone: (907) 4 6 5 -2 5 1 5  • Fax: (907) 4 6 5 -3 4 2 2  • Text Telephone: (907) 465-5437 
Email: ln s u ra n c e @ d c e d .s ta te .a k .u s  • W ebsite : w w w .d c e d .s ta te .a k .u s /in su ran c e /

A p r i l 1, 2 0 0 3

R e p re s e n ta t iv e  J o h n  C o g h i ll 
H o u se  M a jo r ity  L e a d e r 
S ta te  C a p ito l R o om  2 0 4  
J u n e a u , A la s k a  9 9 8 0 1

D e a r  R e p re s e n ta t iv e  C o g h i ll:

A tta c h ed  p le a s e  f in d  a  p a r t ia l l i s t  o f  c om p a n ie s  w h o  s e ll e x ten d ed  
w a r ra n t ie s  in  A la s k a . T h e  lis t  h a s  th re e  c a te g o r ie s , e x ten d ed  w a r ra n ty  
o th e r  th a n  a u to , e x te n d e d  w a r ra n ty  m e c h a n ic a l b re a k d ow n  a n d  e x ten d ed  
w a r r a n ty  a u to  s e rv ic e  c o n t ra c t . A s y o u  c a n  see , th e  p re m iu m  ta x  
b re a k d o w n  fo r  h om e  a n d  a u to  w a r ra n t ie s  a re  s p li t  a lm o s t  e ven ly .

T h is  in fo rm a t io n  w a s  a v a i la b le  a t th e  la s t  h e a r in g , h ow eve r, th e  b i l l 
p a s s e d  o u t  o f  c om m itte e  w ith o u t  te s t im o n y . A s p re v io u s ly  s ta ted , 
in s u ra n c e  c om p a n ie s  d o  n o t  seg reg a te  th e se  p re m iu m  a m o u n ts  o n  th e ir  
a n n u a l re p o r t s . T h e re fo re  we c a lle d  the  to p  five , p lu s  a  few  o th e rs  a s  
t im e  p e rm it te d , b e fo re  th e  la s t  h e a r in g  to  g a th e r  th e  in fo rm a t io n  y o u  
re q u e s te d  o n  a u to  a n d  h o m e  w a r ra n ty  p re m iu m s .

O u r  c o n c e rn  fo r  h om e  w a r ra n t ie s  is  tw o - fo ld ; th e  im p a c t th e  e x em p tio n  
h a s  o n  p re m iu m  ta x e s  a n d  m o re  im p o r ta n t ly , th e  la c k  o f  p ro te c t io n  
a v a i la b le  to  c o n s u m e rs  w h en  th e se  p ro d u c ts  a re  e x c lu d e d  fro m  be ing  
c o n s id e re d  in s u ra n c e  p ro d u c ts . W h e n  c o n s id e re d  a n  in s u ra n c e  p ro d u c t , 
th e  d iv is io n  is  a b le  to  a s s is t  c o n s u m e rs  i f  q u e s t io n s  o r  p ro b le m s  a b o u t  
th e ir  c ove rag e  a r is e . W h e n  se rv ice  c o n t ra c ts  a re  n o t  c o n s id e re d  
in s u ra n c e  p ro d u c ts , c o n s u m e rs  m u s t  u s e  th e ir  ow n  re s o u rc e s  to  re so lv e  
p ro b le m s  w ith  th e  se rv ic e  c o n t ra c t  p ro v id e r .

W e  a re  w illin g  to  c o n s id e r  m o re  e n c om p a s s in g  la n g u a g e  to  re p la c e  
“ p o r ta b le  a i r  c o n d it io n e rs , h e a te rs  a n d  h o t  tu b s ” i f  a p p ro p r ia te  
te rm in o lo g y  c a n  be fo u n d  th a t  c le a r ly  d e sc r ib e s  w h a t is  to  be e xem p t. 
W ith o u t  c le a r  la n g u a g e  th e  d iv is io n  w ill n e e d  to  c o n t in u e  to  re sp o n d  to

"Promoting a healthy economy and strong communities"

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


q u e s t io n s  to c la r i fy  w h a t p ro d u c ts  a re  e x em p t a n d  w h a t p ro d u c ts  a re  
n o t .

I h o p e  th is  in fo rm a t io n  is h e lp fu l.  I a m  a v a i la b le  to d is c u s s  th is  a t  y o u r  
con ven ien ce .

S in c e re ly , *

S ta n  R idg ew ay (J  ^
D e p u ty  D ire c to r



1  *
f  Extended Warranty Other Than Auto

Prem ium s
| Top 5 taxpayers in this category: Written Tax
| Am erican Bankers Ins C o  fo Florida 19,238.00 519.43
I  Balboa Insurance Co - -

f  Continental Casualty C o - -

•, Insurance C o  of the State of PA - -

Gulf Ins C o - -

19,238.00 519.43
% Other taxpayers:

Greenwich Ins C o  - Contractual Liability 91,381.00 2,467.29
% W estchester Fire Ins C o  - blank 435,378.00 11,755.21
£ Com bined Specialty Ins C o  - Contractual liab. 141,845.00 3,829.82

668,604.00 18,052.31

Extended Warranty Mechanical Breakdown
Prem ium s

Top 5 taxpayers in this category: Written Tax
■j American Bankers Ins C o  fo Florida 19,238.00 519.43
| Federal Ins Co - -

| Royal Ins C o  of America - -

j  Firemans Fund Ins Co 53,911.00 1,455.60
jj Allstate Ins Co (379.00) (10.23)

72,770.00 1,964.79
| Other taxpayers:
i C IM  Ins Corporation (41,885.00) (1,130.90)
] Lyndon Property Ins C o  - Warranty 68,588.00 1,851.88
'j M IC Property and Casualty Ins Corp 602,875.00 16,277.63

F F G  Ins C o  - Liability for Automobile repairs 20,469.00 552.66
650,047.00 17,551.27

Extended Warranty Auto Service Contract
All Taxpayers:
W estern Diversified Casualty Ins C o (3,489.00) (94.20)
Am erican Road Ins C o  - A S C (257,610.00) (6,955.47)
Am erican Road Ins C o  - Automobile Floorplan 169,022.00 4,563.59
Heritage Indemnity C o 217,556.00 5,874.01
Triton Ins C o  - V S I - Collateral Protection 1,136,888.00 30,695.98

1,262,367.00 34,083.91

* a . PI-7)
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3/31/03

CS F O R  H O U SE  B IL L  NO . 120( )

IN  THE LEG ISLA TU RE  OF THE STATE OF ALASKA  

TW EN TY -TH IRD  LEG ISLA TU RE  - F IRST  SESSION
BY

Offered:
Referred:

S ponsors): REPRESENTATIVE COGHILL

A B IL L

F O R  AN  A C T  E N T IT L E D  

"A n Act excluding service contracts from  regu lation as insurance; re la ting to insurance 

licensing fo r m otor vehicle service contracts; and provid ing fo r an effective d a le ."

BE  IT  EN A CTED  B Y  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A LA SKA :

* Section 1. AS 21.03.021 is amended by adding a new subsection to read:
(e) This title does not apply to a service contract offered, issued fo r delivery, 

delivered, or renewed in this state. In this subsection, "service contract"
( 1) means a contract or agreement fo r a separate or additional 

consideration, fo r a specific duration, to
(A ) mrintain, service, repair, or replace tangible personal 

property, o r to indemnify fo r repair, replacement, or maintenance, fo r an 
operational or structural failure due to a defect in materials or workmanship or 
normal wear and tear, with or without additional provision fo r incidental 
indemnity payments when service, repair, or replacement is not reasonably or 
commercially feasible;

-1- CSIIB 120( )
N ew  T e x t:  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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(B ) repair, replace, or maintain tangible personal property 
damaged as a result o f power surges or as a result o f accidental damage from 
the handling o f property damaged by power surges;

(C ) repair, replace, or maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from operational or structural failure due to a defect in materials or 
workmanship or normal wear and tear;

(D ) provide a home warranty;
(2) does not include

(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys; or
(D ) insurance on a motor vehicle subject to registration under

AS 28.10.011.
* Sec. 2. AS 21.27.010(h) is amended to read:

(h) This chapter does not apply to a person
(1) licensed to practice as an attorney at law while the person is acting 

as an attorney at law; o r
(2) who sells, solicits, o r negotiates a service contract on a m otor 

vehicle subject to registration under AS 28 .10 .011 .
* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).

WORK DRAFT WORK DRAFT 23-LS0537\S
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ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:

3340 Badger R oad , Suite 290 
N orth  Po le , A K  99705
(907 )-488-5725
Fax# (907)-4S8-4721

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

State Capito l 
R oom  204

REPRESENTATIVE JOHN COGHILL

SPONSOR STATEMENT-HB 120

The last administration and its director o f the Division o f Insurance concluded that 
service contracts are considered insurance. Leaving the interpretation o f service 
contracts to the will o f an administration could eliminate the willingness o f 
manufacturers to o ffe r such contracts in Alaska.

In a 1980, Attorney General’ s Opinion, Avrum Gross set out guidelines fo r 
determining whether a prepaid legal services plan was insurance. He determined it 
was not. One determinate was that the "plan was principally engaged in offering 
service, not in indemnifying against risks.”

Twenty states have adopted statutes o r regulations treating service contracts as 
separate and distinct from insurance, hut have done so by adopting provisions that 
require more government and more .^guluiion overview. These states include 
Washington, Illinois, Texas, South Carolina, New York, Nevada, Wyoming and 
others.

HB 120 exempts service contracts from Title 21 regarding insurance. Six other 
states, Idaho, Montana, Nebraska, North Dakota, South Dakota and West Virginia, 
have taken the same approach as HB 120 and exempted service contracts from 
insurance statutes rather than creating more bureaucracy.

Insurance covers repair or replacement from perils such as fire, earthquake, or 
flood. Service contracts cover repair and replacement from a faulty part or normal 
wear and tear that is pretty predictable.

Incidental indemnity is in the legislation to cover a cash settlement fo r an appliance 
that repair is not possible fo r a variety o f reasons including the possibility that parts 
are no longer made fo r the appliance. Incidental is the key word because a cash 
settlement would be rare and is not the primary function o f the contract. I f  
incidental indemnity is not in the statute, claims that would otherwise be settled 
through a cash payment would be denied.

Finally, HB 120 provides that persons who sell motor vehicle service contracts do 
not have to be licensed to sell insurance.

Kepre.scntativc_John_Coghill@LrcGIS.stutc.ak.us

mailto:Kepre.scntativc_John_Coghill@LrcGIS.stutc.ak.us


FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):________________
T itle  Exc lud ing se rv ic e  con trac ts from  regu la tion  a s

in su rance

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

1
CSHB 120(L&C)
3 /2 0 /2 0 0 3

D ep t. A ffec ted ;_____________ D C E D
’ B R U  D iv ision o f In su ran ce
C om p on en t ________________________

S p o n s o r
R eq u e s te r

R ep re se n ta tiv e  C ogh ill

Expend itures/R evenues

C om pon en t No. 

(Thousands of Dollars)
Note : A m oun ts d o  not inc lude in flation u n le s s  o th e rw ise  n o ted  be low .
O PE R A T IN G  E X P E N D IT U R E S F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 0 F Y  2 0 0 9
P e rs o n a l S e rv ic e s  
T rave l 
C on trac tua l 
Supp lie s  
Equ ipm ent 
Land  & S truc 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 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

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

C H A N G E  IN R E V E N U E S  ( ) ! I
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  G F
1 0 0 5  G F /P rog ram  R ece ip ts  
1 0 3 7  G F /M en la l H ealth
Other: (Specify Type -Du no! d lj(iieviatf)

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

E s t im a te  o f  a n y  c u r r o n t  y e a r  (F Y 2 0 0 3 )  c o s t :
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
P O S IT IO N S

0 .0
n o r 's  F Y  2 0 0 4  b u d g o t p r o p o s a l :n th e  G o v o r

Fu ll-tim e
Part-tim e
Tem po ra ry

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

This legislation has no fiscal impact on state spending.

P re p a re d  by: 
D ivision
A pp roved  by: 
A gency

R ep re sen ta tiv e  T om  A nde rson  . C h a irm an P h o n e
H ou se  L ab o r and C om m e rc e D ate /T im e 3 /1 9 /0 3  1 2 :0 0  AM
R ep re sen ta tiv e  T om  A nde rson D a te  3 /1 9 /2 0 0 3
H ou se  L ab o r and C om m e rce

(Rovissd 9/2002 OMB) Page 1 of 1__





Date o f Committee Action: [V\K?y lQ ^ O O '3
The RULES Committee considered: HB 162
HOUSE B ILL  NO. 162 INCREASE BUSINESS L ICENSE FEE
"An Act increasing the fee fo r a state business license; and providing fo r an effective date."
Recommends it be replaced with [ ] H C S  or [ l / c S  for f o ®  1 (g 'd -____________________ ( Q L  &  )
For Senate Bills with new title: [  ]  Technical Title f ] New Title: HCR________ [ ] Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral t o ______________ Committee
[ ] Letter o f Intent_____________ Committee

H O U S E  C O M M IT T E E  R E P O R T
(7)
Date Referred to Committee: May 6, 2003 FU RTH ER R E F E R R A LS :

PREVIOUS F IS C A L  N O TESNEW  F ISC A L  NOTES
*Assigned by C h ie f C le rk ’ s O ffic e

List by Dcpt(s) *FN # Fiscal

fJ^uJ FtXc*l 
/ }  cd r* S

List of 
Abbrev 
for
Depts.:
ADM
CED
COR
CUT
EED
DEC
DEC,
GOV
HSS
LEG
LAW
LWF
MVA
DNR
DI’S
REV
DOT
UA



FISCAL NOTE
STA TE OF A LA SK A
2003 L E G IS LA T IV E  SESSION

Revision Date/T im e (Note if correction): 
T itle  In c re a s e  B u s in e s s  L ic e n s e  F e e

Fiscal Note Number:
Bill Version:
() Publish Date:
D ep t. A ffe c ted :

'B R U
C om p o n e n t R e c o rd e r 's  O ffic e /U C C

CSHB162(RLS)

N a tu ra l R e s o u rc e s
M an ag em en t & A dm in istra tion

S p o n s o r
R e q u e s te r

R u le s  by R e q u e s t
(H ) R L S

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

C o m p o n e n t N o. 

( T h o u s a n d s  o f  D o l l a r s )

8 0 2

N o te : A m oun ts  d o  n o t in c lu d e  in fla tion  u n le s s  o th e rw ise  n o ted  b e low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9
P e r s o n a l S e rv ic e s
T ra v e l
C o n lra c tu a l
S u p p lie s
E qu ipm en t
L an d  & S tru c tu re s
G ra n ts  & C la im s
M is c e lla n e o u s

T O T A L  O P E 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 P E N D IT U R E S

C H A N G E  IN  R E V E N U E S  ( )
F U N D  S O U R C E (T h o u s a n d s  o f  D o lla r s )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ra m  R e c e ip ts
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify T y p e -D o  not abbreviate)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 3 )  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 i l l is  in c lu d e d  in  th e  G o v e r n o r ’ s  F Y  2 0 0 4  b u d g e t  p r o p o s a l :

P O S IT IO N S
Fu ll-t im e
P a rt-t im e
T em p o ra ry

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

There is no fiscal im pact associated w ith implem entation o f this legislation. The Recorder's O ffice/UCC 
portion o f this legislation allows the Recorder's O ffice to charge fees in excess o f the average cost of 
operations. This legislation on its own does not change the current fees charged, which are set through 
regulation.

P re p a re d  by : 
D iv is ion
A p p ro v ed  by : 
A g en cy

N ico  B u s . A cting D ire c to r P h o n e  4 6 5 - 2 4 0 6
S u p p o rt  S e rv ic e s D a te /T im e  5 / 1 2 / 2 0 0 3
T om  Irw in , C o m m is s io n e r D a te  5 / 1 2 / 2 0 0 3
N a tu ra l R e s o u c e s

(Revised 9/2002 OMB) Page 1 o f  1__



Office of the Commissioner
P.O. Box 110800, Juneau, AK  99811-0800
Telephone: (907) 465-2500 • Fax: (907) 465-5442 • Text Telephone: (907) 465-5437 
Em ail: questions@ dced.sta te .ak.us • W ebsite : w w w .dced.state .ak.us/

Frank H. Murkowski, Governor

May 7, 2003

The Honorable Norman Rokeberg, Chair 
House Rules Committee 
House o f  Representatives 
Alaska State Capitol, Room 214 
Juneau A K  99811

Re: HB162 -  INCREASE BUSINESS L ICENSE  FEES

Dear Representative Rokeberg:

The Department o f  Community and Economic Development respectfully requests that 
this bill be placed on the calendar to be scheduled fo r the floor.

HB162 creates annual licensing fo r business licenses and is estimated to generate an 
additional $9.9 m illion in revenue. The bill also proposes to make the fo llow ing changes 
to the current program:

1. Establish two categories o f  licensure: Sole Proprietors and A ll Others;
2. Establish annual fees o f  $100 fo r Sole Proprietors and $300 fo r A ll Others;
3. Charge annual fees o f  $50 fo r Sole Proprietors age 65 and older;
4. Require tobacco endorsements attached to a business license to be paid annually 

at $100 per location.

The bill was amended by the House Finance Committee to allow the Recorder’ s O ffice in 
the Department o f  Natural Resources to charge recording and uniform commercial code 
fees in excess o f  the average cost o f  operations.

Thank you for considering this request. Please feel free to call me at 465-2501 i f  you 
have any questions.

Sincerely,

Ci, / W  H '
Edgar Blatchford 
Commissioner

"Promoting a healthy economy and strong communities"

mailto:questions@dced.state.ak.us
http://www.dced.state.ak.us/


Talk ing  Points 
IIB 1 6 2  Increase Business License Fees

The cost o f  a business license has been $25 per year since 1949.

As stated in a 1960 Attorney General’ s opinion, the main purpose o f  the A laska 
Business Act is to generate revenue. In these times o f  reduced State revenues and 
after a fifty-four year reprieve, we are looking at these fees as a legitimate source 
o f funds.

The Governor’ s original b ill called for an annual fee o f  $200 per year. In the 
House Labor and Commerce Committee, the b ill was amended to establish a three 
tiered approach with the cost o f  a license based on the number o f  employees. This 
was a fair attempt to make the proposed increase easier on small businesses. 
However, this approach makes administering the program more difficult, and 
results in businesses that may be able to afford the higher fee, paying a lower fee, 
in an effort to keep fees low for very small home businesses.

The House Finance Committee substitute changes the bill to a two tiered approach, 
with the cost o f  a license based on the legal form  o f  the business entity; $100 a 
year for sole proprietors and $300 a year for a ll other forms o f  business, That 
includes corporations, limited liability companies, partnerships, limited liability 
partnerships and limited partnerships. In addition to generating more revenue, this 
is easier to administer because applicants fo r a business are required to state the 
form o f  their business at the time they apply for a license.

In Sec.2 o f  the b ill there is also a provision that allows those sole proprietors who 
have reached the age o f  65 to pay a fee o f  $50 per year.

The projected new revenue from the business license fee section (2) is $9,905,325

There has been no opposition to this bill from business groups. W ’ .ile NO ONE 
steps forward and volunteers to an increase in taxes, most obviously understand the 
need for increased revenue.

The House Finance Committee substitute also exempts the Department o f  Natural 
Resources from AS 37.10 .050 and allows them to charge recording and Uniform  
Commercial Code fees in excess o f  the average cost o f  operations.



FISCAL NOTE
STATE OF ALASKA
2003 LEG ISLA TIV E SESSION

R ev is ion  D ate/T im e (N o te  if co rrec tion ):
Title An Act increasing the fee for a State

Bill V e rs ion : H B  162
(H ) P ub lish  Dn te : 3 /5 /03

Fiscal Note Number: 1________

Dept. A ftected : D C ED
'B R U

bus in e ss licen se ;
O ccupa tion a l L icensing (1 1 7 )

S p o n s o r
R equ e s te r

C om ponen t O ccupationa l Lice nsing

C om ponen t No. 2 3 6 0

E x p en d itu res /R ev en u es (Thousands of Dollars)
Note : Am ounts d o  not inc lude in flation un le ss  o therw ise noted below .
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6  | F Y  2 0 0 7 FY  2 0 0 8 F Y  2 0 0 9
P e rs o n a l S e rv ic e s  
T rave l 
Con tractua l 
Supp lie s  
Equipm ent 
Land & S truc tu res 
G ran ts  & C la  m s 
M isce llan eou s

TO TA L O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

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

CH A N G E  IN R E V E N U E S  - 1 1 7 5 i 6 ,9 3 5 .0  | 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0
FU 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 rog ram  R ece ip ts 
1 0 3 7  G F/M enta l H ealth 
O the r 1175 - BusLic Receipts 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0

TO TAL 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0 6 ,9 3 5 .0

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 3 ) 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 rn o r 's  FY  2 0 0 4  b u d g e t p r o p o s a l :  
PO S IT IO N S
Full-tim e 3 3 3 3 3 3
Part-tim e
Tem po ra ry

A N A LY S IS : (Attach a separate page if necessary)
The bill increases the business license fee from $25.00 per year to $200.00 per year. Business Licensing 
regulation 12 AAC 12.010(a) specifies that business licenses a;e issued on a biennial cycle, and therefore 
licensees will be expected to pay $400.00 license fees upon issuance of new or renewed licenses.

REVENUE:
The revenue increase identified above is based on licensees that would be eligible to renew, assuming 
that 40% of the 73,000 licensees would not renew due to the fee increase.

P rep a red  by: T om  Law son________________________________________________________ P h on e  (9 0 7 ) 4 6 5 -2 1 4 4
D iv ision Adm inistrative S e rv ic e s  D ate /T im e 3 /5 /0 3  9 :5 6  AM
Approved by: Edgar Blatchford, Commissioner___________________________ Date 3/5/2003
Agency Department of Community & Economic Development_________

(Rovisod 9/2002 OMB) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2003 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction): 
Title In c rease  B u s in e ss L icense F ee

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

CSHB 162(FIN)
5 /6 /03

Dept. A ffected :
'B R U
C om ponen t R eco rd e r's  O ffic e /U C C

Natu ra l R e s o u rc e s
M anagem en t & Adm inistration

S p on so r
R equ e s te r

R u le s  by R equest
(H ) FIN

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

8 0 2

Note : Am ounts d o  not inc lude inflation u n le ss  o therw ise noted below .
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 4 F Y  2 0 0 5 FY  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9
P e rso n a l S e rv ic e s
T rave l
C ontractua l
Supp lies
Equipment
Land & S truc tu res
G ran ts & C la im s
M isce llaneous

TO TA L  O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0 J

IC A P IT A L  E X P E N D IT U R E S  | |

IC H A N G E  IN R E V E N U E S  ( ) I I I
FU N D  S O U R C E (T hou sand 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 rog ram  R ece ip ts
1 0 3 7  GF/M enta l Health
O the r (Specify Type--Do 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  a n y  c u r re n t  y e a r  (F Y 2 0 0 3 ) c o s t : 0 .0
M ark  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 th e  G ov e i n o r 's  F Y  2 0 0 4  b u d g e t p r o p o s a l :
P O S IT IO N S
Full-tim e
Part-tim e
Tem po ra ry

ANALYSIS: (Attach a separate page if necessary)

There is no fiscal impact associated with implementation of this legislation. The Recorder's Office/UCC 
portion of this legislation allows the Recorder's Office to charge fees in excess of the average cost of 
operations. This legislation on its own does not change the current fees charged, which are set through 
regulation.

P rep a red  by: 
D ivision
Approved  by: 
A gency

N ico Bus, Acting D irecto r P h on e  4 6 5 -2 4 0 6
Suppo rt S e rv ic e s Date/T im e 5 /2 /2 0 0 3
Tom  Irwin, C om m iss ione r D ate  5 /2 /2 0 0 3
N atu ra l R e so u c e s

(Rovisod 9/2002 OMB) Page 1 o f  1.



FISCAL NOTE

FUN D  S O U R C E ____________
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
10 0 5  G F /P rog ram  Rece ip ts 
1 0 3 7  GF/M enta l H ealth 
O ther 1175 - BusLic Receipts

TO TAL
181 .4
1 8 1 .4

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

193 .4 1 8 1 .4
1 9 3 .4 1 8 1 .4

(T h ou san d s o f  D o lla rs )

1 8 1 .4
1 8 1 .4

1 8 1 .4  
IS-* .4

1 81 .4
1 8 1 .4

O PERA T IN G  E X PE N D IT U R E S
P e rs o n a l S e rv ic e s  
T rave l 
C ontractua l 
Supp lies 
Equipm ent 
Land & S truc tu res 
G ran ts & C la im s 
M isce llaneous

TO TA L  O PE R A T IN G

FY  2 0 0 4 FY  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 F Y  2 0 0 8

1 9 3 .4 1 8 1 .4 1 8 1 .4 1 8 1 .4 1 8 1 .4 1 8 1 .4

N ote : Am ounts d o  not inc lude in flation un le ss  o therw ise noted  below .

1 4 6 .4 1 46 .4

STATE OF ALASKA
2003 LEG ISLA TIV E SESSION

Rev is ion  Date/T im e (N ote  if c o r re c t io n ) :___________
Title Increase Business License Fee

S p o n s o r R u le s  by R equ e st o f  the G ove rn o r
R equ e s te r H ou se  F inance______________________

Expenditures/Revenues

S ill V e rs ion : C S H B  162 (F IN )
(H ) Pub lish  D ate : 5 /6 /0 3 ____________

Fiscal Note Number: 3_____________

Dept. A ffected ]____________D C E D ____________
B R U  O ccupationa l L icensing (1 1 7 ) 
C om ponen t O ccupationa l L icensing_______

C om ponen t No. 2 3 6 0

(T h o u s a n d s  o f  D o l la r s )__________

1 4 6 .4 1 4 6 .4 1 4 6 .4

E s tim a te  of a n y  c u r re n t  y e a r  (F Y 2 0 0 3 ) 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 ill is  in c lu d ed  in th e  G o v e rn o r ’ s  FY  2 0 0 4  b u d g e t p r o p o s a l :  
PO S IT IO N S
Full-tim e 2 2 2 2 2 2
Part-tim e
T em po ra ry

A N A LY S IS : (Attach a separate paqe if necessary)

CSHB 162 (FIN) creates annual licensing for Business Licenses. The bill also proposes to make the 
following changes to the current program -
1) Establish two categories of licensure: Sole Proprietors and All Others;
2) Establish annual fees at $100 for Sole Proprietors, and $300 for All Others;
3) Charge annual fees of $50.00 for Sole Proprietors age 65 years and older;
4) Require tobacco endorsements attached to a business license to be paid annually, $100 per location.

Detailed explanation o f the costs shown above are attached.

P rep a red  by: Jen n ife r S trick le r, Adm inistrative M anage r________________________ P h on e  9 0 7 -4 6 5 -2 1 4 4
Division O ccupationa l L icensing____________________________________________  Date /T im e 5 /5 /0 3  2 :0 0  PM
Approved by: Edgar Blatchford, Commissioner___________________________ Date 5/5/2003______
Agency Department of Community & Economic Development_________

(Revised 9/2002 OMB) Page 1 of 3



FISCAL NOTE #3

ANALYSIS CONTINUATION

CSSB 114(L&C): An act increasing the fee for a state business license...

PERSONAL SERVICES: $146.4

1 - Administrative Clerk III position, Range 10, PFT, located in Anchorage, $40.3
Currently, the business iicensing program is supported by one dedicated position in Anchorage. By
switching from a biennial to annual cycle, this position is needed to support the increased workload of the
program.

1 - Analyst Programmer III position, Range 15, PFT, located in Juneau, $65.8
The change in licensing from biennial to annual will require reprogramming and ongoing maintenance of 
all business licensing programs including databases and the online licensing programs, receipting, 
integration of online purchase/renewal systems and over-the-counter system for accepting credit card 
payments, and reporting systems.

Funding for an Administrative Clerk III position, Range 10, PFT, located in Juneau, $40.3.
Currently, the position is funded by RSA from the Department of Health & Social Services for tobacco 
enforcement related purposes; however, RSA funds are likely to be reduced. Maintaining this position 
with business license receipts is essential to operating the business licensing program on an annual cycle. 
This position processes business license applications, verifies payments and information provided for 
issuance of tobacco endorsements, prints licenses with endorsements, and ensures sufficient numbers of 
Tobacco Signs and Penalty lists are sent to the business owner.

TRAVEL: $0.0
No travel is required.

CONTRACTUAL SERVICES: $30.0

Funding needed to reprint basic forms, public notices, and revise regulations, $10.0 
Funding needed to revise and mail renewal packets, $20.0

SUPPLIES: $5.0

Basic operating supplies to change licensing cycles.

EQUIPMENT: $12.0 (one-tim e costs)

Basic office equipment and work station configuration for the new positions.

STATE OF ALASKA B IL L  NO. CSHB 162(FIN)
2003 LEG ISLA TIV E SESSION

REVENUE:
The revenue is based on the calculations shown on page 3.

Page 2 of 3



A N A L Y S IS  C O N T IN U A T IO N
CSSB 114(L&C): An act increasing the fee for a state business license...

R E V E N U E

Based on the total of 69, 315 business licenses on 4/17/03.

Fee for Sole Proprietorship - $100. (Based on estimated dropout of 25% of 41,253 = 10,313.)

Fee for Corporation, Limited Liability Company, Partnership 
Limited Liability Partnership, or Limited Partnership - $300.

Annual Revenue Current Revenue NEW REVENUE

Sole Proprietors 30,940 x $100. $3,094,000. $1,031,325. $2,062,675.

All Others 28,062 x $300. 8,418,600. 701,550. 7,717,050.

Sub-Total New Revenue: $9,779,725.
Tobacco Endorsements

1,256 x $100. $125,600. 0 $125,600.

T O T A L  N E W  R E V E N U E : $ 9 , 9 0 5 , 3 2 5 .

FISCAL NOTE #3

STATE OF ALASKA B IL L  NO. CSHB 162(F1N)
2003 LEG ISLA TIV E SESSION

TOTAL BUSINESS LICENSES ON 4/17/03

Soie Proprietor 41,253

Corporation or Limited
Liability 19,663

Partnership, Limited Liability 
Partnership, or Limited Partnership 8,399

TOTAL LICENSES: 69,315

Page 3 of 3





Date of Committee Action: (X j ^

The RULES Committee considered: HB 209

HOUSE BILL NO. 209 MUNI.TAX: PROPERTY AFFECTED BY DISASTER

"An Act relating to municipal property tax adjustments for property affected by a disaster."

Recommends it be replaced with f ] HCS or [ / ]  CS for (H 8  £ 0 9 __________   ( )
For Senate Bills with new title: [ ] Technical Title [ ] New Title: I1CR [ ^fSaine Title [ ] New Title

[ j attach amendments
[ ] add new referral t o ______________ Committee
[ ] Letter o f Intent_____________ Committee

H O U S E  C O M M IT T E E  R E P O * ^
(7)
Date Referred to Committee: April 30,2003 FU RTH ER R E F E R R A LS :

List o f 
Abbrev 
fo r
Dcpts.:
ADM
CED
COR
CRT
EED
DEC
DEC
GOV
IISS
LEG
LAW
LWF
MVA
DNR
DPS

NEW  F ISC A L  NOTES PREVIOUS F IS C A L  NOTES
’'Assigned by U nci Clerk s U llicc List by D ept(s): FN # Fiscal Indct. I Z ero

List by Dept(s): *FN# I Fiscal | Indct. Z ero C £ T > ( r

REV
DOT
UA 1
Signing with recommendations
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WORK DRAFT WORK DRAFT

23-LS0420VI
Cook

4/30/03

WORK DRAFT

CS F O R  H O USE  B IL L  NO . 2 0 9 (R L S )

IN  THE LEG ISLA TURE  OF THE STATE OF A LA SKA

TW EN TY -TH IRD  LEG ISLA TURE  - F IR ST  SESSION 
BY THE HOUSE RULES COM M ITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES CHENAULT, Koliring, Wolf

A B IL L  

F O R  AN A CT  E N T IT L E D  

"An Act re la ting  to municipal p rope rty  tax adjustments fo r  p rope rty  affected by a 

disaster."

B E  IT  EN A C TED  B Y  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A LA SK A :

* Section 1. AS 29 .45 .230(a ) is amended to read:
(a ) The municipality may bv ord inance provide fo r assessment or 

reassessment and reduction o f taxes fo r property destroyed, damaged, o r o f  -rwise 
reduced in value as a result o f a [NA TURA L ] disaster.

* Sec. 2. AS 29 .45 .230 (d ) is amended to read:
(d ) In [ENACTING ] an ordinance [OR RESO LU T IO N ] authorized by this 

section, the municipality shall establish crite ria  fo r  the reduction o f  taxes on 
p roperty damaged, destroyed, o r  otherw ise reduced in value as a resu lt o f 
disaster, and may, consistent with this section, prescribe procedures, restrictions, and 
conditions fo r  [OF] assessing or reassessing property and o f remitting, refunding, or 
forgiving taxes.

-1-
Mew T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

CSHB 209(RLS)



* Sec. 3 . AS 29.45 .230(e ) is repealed.

WORK DRAFT WORK DRAFT

CSHB 209(RLS) -2-
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

23-LS0420M



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

Kenai, Alaska 99611 
Phone: (907) 283-7223 
Fax: (907) 283-7184

Interim
145 Main Street Loop, Suite 223 Capitol Room 502 

Juneau, Alaska 99801-1182 
Phone: (907) 465-6890 or 465-3779 
Fax: (907) 465-2833

Session

H o u s e  F i n a n c e  C o m m i t t e e
Representative Mike Chenault 

M e m o r a n d u m

Date: April 30,2003
To: Representative Norm Rokeberg, Chair

House Rules Committee

Re: Hearing Request fo r HB 209

Please schedule HB 209 fo r a hearing in the House Rules Committee at your earliest 
convenience. Included in this packet are the Sponsor Statement, Fiscal Note and copy o f 
CS HB 209 (CRA ). A proposed amendment is enclosed as well.

I f  you have any questions, please contact my staff, Leona Oberts at #6890.



R e p r e s e n t a t iv e  
M ik e  C h e n a u l t

In terim :
145 M ain  St. L oop , Second F lo o r 
K enai, A la sk a  99611 
(907) 283-7223  
Fax: (907 ) 283-3075

S t a t e  o f  A l a s k a

H o u s e  o f  R e p r e s e n t a t iv e s

O fficial B u sin ess  

Session:
C ap ito l B u ild ing , R oom  4 3 2  
Ju n e a u , A la sk a  99801-1182 

(907) 465-3779  
T oll F ree : (800 ) 469-3779  

Fax: (907) 465-2833

SPONSOR STATEMENT 
HB 209

HB 209 w ill allow  municipalities to provide for a tax reduction fo r property 
destroyed, damaged or otherwise reduced in value as a result o f a disaster. A municipality 
can adopt by ordinance criteria fo r assessment or reassessment o f  property values.

This legislation broadens the municipalities’ authority to define “ disaster”  to 
include fo r example, a fire o r flood  that occurs within a home. It repeals Section 
29.45.230: (e) In this section “ disaster”  means a major disaster declared by the President 
o f the United States under federal law or a disaster declared by the governor under AS 
26.23.010-26.23.110.

Arizona, California, Idaho, Mississippi, Pennsylvania, and South Dakota are 
states that currently provide pro-ration o f taxes for casualty loss. Many other states are 
currently considering sim ilar legislation.

Represcntative_Mikc_ChcnQult@legis.state.ak.us

mailto:Represcntative_Mikc_ChcnQult@legis.state.ak.us


FISCAL NOTE
STATE OF ALASKA
2003 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction):
Title Muni T ax : P rop e rty  A ffec ted  by D isa s te r

Fiscal Note Number:
Bill Version:
(H) Publish Date:
Dept. A ffected^ 
B R U

C S H B  2 0 9 (C R A ) 
4 /9 /0 3

D C E D
C om m  A ss is t & E c  D ev  (4 0 5 )

S p o n s o r
R eq u e s te r

R ep re se n ta tiv e  C henau lt
H ou se  C om m un ity  & R eg ion a l A ffa irs

C om pon en t C om m un ity  & B u s in e s s  
D e v e lo pm en t

C om pon en t N o. 2 4 8 6

E xpend itures/R evenues (Thousands of Dollars)
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 F Y  2 0 0 4 FY  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9
P e rs o n a l S e rv ic e s  
T rave l 
C on trac tua l 
S upp lie s  
Equ ipm ent 
Land  & S tru c tu re s 
G ran ts  & C la im s 
M isce llan eou s

0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O TA L  O P E 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 P E N D IT U R E S

n eC H A N G E  IN R E V E N U E S  (

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 rog ram  R ece ip ts  
1 0 3 7  GF /M enta l H ea lth
O th e r (Specify T yp e -D 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  a n y  c u r r e n t  y e a r  (F Y 2 0 0 3 ) c o s t : ______________
M ark  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 th e  G o v e rn o r 's  F Y  2 0 0 4  b u d g e t  p r o p o s a l :  
PO 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 separate page if necessary)

This Legislation removes current statutory language requiring a disaster declaration from the governor or 
president in order to have a reassessment of an area which suffered a natural disaster. This is a local tax 
issue and would have no fiscal impact on this department.

P re p a re d  by: G e n e  K a n e , Acting D irec to r_______________________________________  P h o n e  2 6 9 -4 5 8 0
D iv ision C om m un ity  and  B u s in e ss  D eve lopm en t_____________________________ D ate /T im e 4 /7 /0 3  4 :0 4  PM
Approved by: Edgar Blatchford, Commissioner__________________________________ Date 4/7/2003______
Agency Department of Community and Economic Development________

(Revised 9/2002 OMB) Page 1 of 1



HB 209 
“An act relating to municipal property tax adjustments for property 

affected by a disaster.” 

Amendment #1

Page 1 Line 10 Please delete “may” after municipality and before establish; 
Please add “ shall” in its place.





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

(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 6th St,, Rm. 329

M E M O R A N D U M April 24, 2003

SU B JE C T :

T O :

F R O M :

Alcoholic Beverage Control Board (CSHB 234 (F IN ))

Representative B ill W illiams 
Co-Chair o f  the House Finance Committee 
Attn: Tim

Michael F. Ford 
Legislative Counsel

The CS you requested is enclosed. I wanted to point out additional changes required as a 
result o f  adding sec. 1 to the b ill. B y  moving the ABC board to the Department o f  Public 
Safety, an existing provision o f  law, AS 44 .25 .020(4 ), which provides for clerical support 
to the board from the Department o f  Revenue, should be repealed.

A lso, conforming changes should be made in AS 04.06 .090(c ) to remove the reference to 
the Department o f  Revenue. The committee may also want to look at AS 04.11.590 and 
AS 04.11 .610 to see i f  references to the "Department o f  Revenue" are still appropriate.

Please contact me i f  you have further questions.

MFFimed
03-435.med

Enclosure



WORK DRAFT WORK DRAFT WORK DRAFT

23-LSOS62VX
Fore

4/30/03

C S  F O R  H O U S E  B I L L  N O .  2 3 4 ( R L S )

IN  THE LEG ISLATURE OF THE STATE OF A LA SKA

TW ENTY -TH IRD  LEG ISLA TURE  - F IRST  SESSION
BY T I IE  H O U S E  R U L E S  C O M M IT T E E

O ffe red :
R e fe rre d :

S p o n s o r s ) :  R E P R E S E N T A T IV E S  M C G U IR E , C ra w fo rd

A  B I L L

F O R  A N  A C T  E N T I T L E D  

" A n  A c t  r e l a t i n g  t o  t h e  A l c o h o l i c  B e v e r a g e  C o n t r o l  B o a r d ;  r e l a t i n g  t o  t h e  s a l e  o f  b e e r  

m a n u f a c t u r e d  a t  a  b r e w p u b ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  AS 04 .06 .010 is amended to read:
S e c .  0 4 . 0 6 . 0 1 0 .  E s t a b l i s h m e n t  o f  b o a r d .  T h e r e  i s  e s t a b l i s h e d  i n  t h e  

D e p a r t m e n t  o f  P u b l i c  S a f e t y  t h e  [THE] A lcoholic Beverage Control Board [IS 
ESTABLISHED ] as a regulatory and quasi-judicial agency. [THE BO A RD  IS IN  
THE DEPARTM ENT OF RE,VENUE, BUT  FOR  A DM IN ISTRA T IVE  PURPOSES 
O N LY .]

*  S e c .  2 .  AS 04.11 .135(d ) is amended to read:
(d) Notwithstanding (a) o f  this section, the holder o f  a brewpub license who 

under the provisions o f AS 04.11 .450(b ) formerly held a brewery license and a 
restaurant o r eating place license and who, under the former brewery license, 
manufactured beer at a location other than the premises licensed under the former

-1- CSHB 234(RLS)
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



1 restaurant or eating place license may
2 (1 ) manufacture not more than 150,000 gallons o f beer in a calendar
3 year on premises other than the premises licensed under the beverage dispensary
4 license;
5 (2 ) provide a small sample o f the manufactured beer free o f charge at
6 the location the beer is manufactured unless prohibited by AS 04.16.030; and
7 (3 ) sell the beer authorized to be manufactured under this subsection
8 (A ) on the premises licensed under the beverage dispensary
9 license or other licensed premises o f the beverage dispensary licensee that are

10 also licensed as a beverage dispensary;
11 (B ) to a wholesaler licensed under AS 04.11.160; sales under
12 this subparagraph may not exceed 15,000 gallons or the amount sold under this
13 subparagraph in calendar year 2001, plus 10 percent, whichever amount is
14 greater; or
15 (C ) to an individual who is present on the premises described
16 under (A ) o f  this paragraph , o r  where the beer is manufactured^ in quantities
17 o f  not more than five gallons per day.
18 * Sec. 3. AS 44 .66 .010 (a )(1 ) is amended to read:
19 (1 ) A lcoholic Beverage Control Board (AS 04 .06 .010 ) - June 30, 2007
20 [2003 ];
21 * Sec. 4 . This Act takes effect July 1, 2003.
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CSHB 234 (FIN)
23-1 S0862A V

"An Act relating to the Alcoholic Beverage Control Board; relating to peace officer powers of 
the director and employees of the Alcoholic Beverage Control Board; relating to the sale of beer 

manufactured at a brewpub; and providing for an effective date."
S p o n so r S ta tem ent

Committee Substitute fo r House B ill 234 contains three primary components. First, this version 
establishes the A lcoholic Beverage Control Board under the Department o f Public Safety. 
Because the ABC Board is a quasi-judicial agency under statute and investigators o f the board 
have significant investigative responsibilities, the Department o f Public Safety believes this 
reorganization to be in the public interest to establish uniform investigative procedures among all 
agencies and board under its charge.

Second, CSHB 234 addresses current inconsistencies under AS 04 .11 .135(d ) regarding sales o f 
beer by brewpubs in quantities o f not more than 5 gallons per day (so-called “ growlers” ). Under 
current statutory language, sales o f these growlers are limited to brewpubs that brew their beer 
on their premises but this restriction unfairly disadvantages Alaskan brewpub operators who may 
brew their product in one location in the state and dispense their product at another. Although 
most brewpub operators in Alaska are not hindered by this restriction, brewing and dispensing 
their product in the same location, this amendment will lift this arbitrary restriction for any 
current and future operators who brew and dispense in two different locations within the state o f 
Alaska.

Lastly, CSHB 234 extends the life o f the A lcoholic Beverage Control Board until June 30, 2007.



Alaska State Legislature
Session:
State Capitol 
Juneau, AK 99801 
Phone : (9 0 7 ) 4 6 5 -2 9 95  
Fax: (9 0 7 ) 4 6 5 -6 5 92

R e p r e s e n t a t i v e  L e s i l  M c G u i r e
Chair, Judiciary Committee

interim:
7 1 6  W  4 ,n Avenue, Suite 300  
Anchorage, AK 995 01 -2 1 3 3  

Phone: (907 ) 2 6 9 -0 2 50  
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CSHB 234 (FIN)
23-LS08G2/W

"An Act relating to the Alcoholic Beverage Control Board; relating to peace officer powers of 
the director and employees of the Alcoholic Beverage Control Board; relating to the sale of beer 

manufactured at a brewpub; and providing for an effective date."
S ec tio n a l A n a ly s is

S e c t i o n  1  -  Amends AS 04.06 .010 by establishing the Alcoholic Beverage Control Board within 
the Department o f Public Safety (Pg 1, Ln. 6-7 ) and removing language that makes this inclusion 
“ fo r administrative purposes on ly.”  (Pg. 1, Ln. 8-9)

S e c t i o n  2  -  Amends AS 04.06 .110 by removing language that authorizes ABC  Board 
investigators to investigate violations o f laws pertaining to gambling, prostitution, and other 
related offenses. (Pg. 2, Ln. 3-9 )

S e c t i o n  3  -  Amends AS 04.11.135 (d) by removing the same language as found in AS 04.11.135 
(a) regarding the amount o f beer that maybe sold to a wholesaler (Pg. 2, Ln. 26-281 and amends 
AS 04.11.135 (d )(3 )(C ) by adding language that w ill allow brewpub licensees to sell beer to an 
individual present on the premises, in quantities o f 5 gallons a day o r less, at the same location 
where that brewpub licensee also is the holder o f beverage dispensary license1 (Pg.2, Ln. 29-30).

S e c t i o n  4  -  Amends AS 44 .66 .010 (a )(1 ) by extended the date o f existence fo r the Alcoholic 
Beverage Control Board from June 30, 2003 to June 30, 2007 (Pg. 3, Ln. 2).

S e c t i o n  5 -  Provides fo r an effective date fo r provisions o f this Act o f July 1, 2003.

1 This corrects the arbitrary restriction on Alaska’s brewpub licensees who may manufacture their beer in one 
location in the state, and dispense it in another.
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SUM M ARY OF: A Special Report on the Department o f  Revenue, A lcoholic Beverage Control 
Board, Sunset Review, November 29, 2002.

PURPOSE OF THE REPORT

In accordance with Titles 24 and 44 o f  the Alaska Statutes, we have reviewed the activities o f  the 
A lcoholic Beverage Control Board (ABC  Board or the board). As required by AS 44.33.050(a), the 
committee o f  reference is to consider this report during the legislative oversight process to determine 
whether the board should be reestablished. Currently, under AS 44 .66 .010 (a )(1 ), the board w ill terminate 
on June 30, 2003 and w ill have one year from that date to conclude its administrative operations.

1. To determine i f  the termination date o f  the board should be extended.

2. To determine i f  the board is operating in the public interest. The assessment o f  the operations and 
performance o f  the board was based on AS 44.66.050(c). This statute sets out criteria that are to be 
used in determining a demonstrated public need for the board.

REPORT CONCLUSIONS

In our opinion, the A lcoholic Beverage Control Board should continue to regulate the manufacture, sale, 
barter, and possession o f  alcoholic beverages in Alaska in order to protect the public’ s health, safety, and 
welfare. The board has provided protection to the general public through the issuance, renewal, and 
temporary suspension o f  liquor licenses. Protection has also been provided through investigations o f  
suspected licensing violations and enforcement o f  the state’ s alcoholic beverage control laws and 
regulations.

As indicated in the Analysis o f  Public Need section o f  the report, the ABC Board has met the various 
statutory criteria. With the exceptions noted in the Findings and Recommendations section, the board is 
effectively and efficiently meeting its statutory responsibilities and is operating in the public interest.
The ABC  Board is organized under statute as a regulatory and quasi-judicial agency; however, it appears 
to be spending a disproportionate amount o f  time and resources on police efforts rather than on the 
regulatory function. We recommend that Alaska Statute 44 .66 .010(a )( 1) be amended to extend the life o f 
the Alcoholic Beverage Control Board to June 30, 2006. This three-year extension w ill give the board 
ample time to correct the deficiencies noted in this report and it w ill trigger a timely follow-up audit to 
determine i f  these deficiencies have been fully addressed.

FINDINGS AND RECOMMENDATIONS

l o f  2 5/1/2003 10:05 AM
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1. The legislature should consider having the Department o f  Public Safety conduct criminal 
investigations, rather than the ABC  Board.

Title IV  was revised in 1999 to have ABC Board staff investigate violations o f  gambling and 
prostitution on licensed premises. The Department o f  Public Safety is better equipped to handle 
these types o f  investigations. There would be significant inefficiencies in attempting to turn ABC 
into a four-officer, statewide police force.

2. The ABC Board should seek an amendment to Title IV  to allow the board to summarily suspend 
liquor licenses..

Currently the ABC Board does not have the power to summarily suspend a liquor license prior to 
revocation. Since revocation does not take effect until all due process rights have been exhausted, 
licensees whose liquor licenses have been revoked may be able to operate fo r two o r more years 
after the revocation was imposed. Summarily suspending a license involves the immediate 
cessation o f  alcohol sales by a licensee while the board pursues revocation o f  the license. This 
process provides greater protection to the public while still providing due process rights to the 
licensee. This power would be similar to that held by other occupational licensing boards and 
would be used when continued operation by a licensee would pose a clear and immediate danger 
to the public.

3. The ABC Board should conduct routine background checks on all licensees as they renew their 
licenses or should track licensees through the public safety information system.

4. The director should ensure that all fines are collected and deposited into the General Fund.

5. The ABC Board and its director should provide goals for the enforcement staff.

6. The director should upgrade the ABC Board licensing database.

7. The director should require sta ff to prepare and maintain procedural manuals.

S. The ABC Board members should urge the governor’ s office to fill board vacancies within the 
30-day timeline required by statutes.

*ntob«n
* R e q u ire s  A c ro b a t R e a d e r   flejderJ
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December 4,2002

Members o f  the Legislative Budget 
and Audit Committee:

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

DEPARTMENT OF REVENUE 
ALCOHOLIC BEVERAGE CONTROL BOARD 

SUNSET REV IEW

November 29, 2002

Audit Control Number

04-20019-03

This review examines the activities o f  the Alcoholic Beverage Control Board (ABC Board) 
to determine i f  there is a demonstrated public need for its continued existence and i f  it has 
been operating in an efficient and effective manner. Alaska Statute 44.66.010 specifies that 
the ABC Board w ill terminate on June 30, 2003 and will have one year from that date to 
conclude its administrative operations. We recommend that the legislature extend the ABC 
Board’ s termination date until June 30, 2006.

The audit was conducted in accordance with generally accepted government auditing 
standards. Field work procedures utilized in the course o f  developing the findings and 
discussion presented in this report are outlined iri the Objectives, Scope, and Methodology 
section. Audit results may be found in the Report Conclusions, Findings and 
Recommendations, and Analysis o f  Public Need sections o f the report.

Pat Davidson, CPA 
Legislative Auditor
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O b j e c t i v e s , s c o p e ,  a n d  m e t h o d o l o g y

In accordance with Titles 24 and 44 o f  the Alaska Statutes, we have reviewed the activities o f  the 
Alcoholic Beverage Control Board (ABC Board or the board) to determine i f  there is a 
demonstrated public need for its continued existence and i f  it has been operating in an efficient 
and effective manner.

As required by legislative intent, this report shall be considered during the legislative oversight 
process in determining whether the ABC Board should be reestablished. Currently, under 
AS 44.66.010(a)(1 ), the board w ill terminate on June 30, 2003 and w ill have one year from that 
date to conclude its administrative operations.

Objectives

The ABC Board was created to regulate the manufacture, sale, barter, and possession o f 
alcoholic beverages in order to protect the public health, safety, and welfare o f  citizens in the 
State. To this end, our primary objective in this audit was to determine whether there is a public 
need for the board and i f  it should continue to exist.

The secondary objective was to review the board’s major functions o f  licensing, inspections, and 
investigations for effectiveness in meeting public need and for efficiency o f  operation.

Scope

Alaska Statute 44.66.050 requires the factors outlined in the Analysis o f  Public Need section o f 
this report to be evaluated as part o f  this audit in order to determine the need for the ABC 
Board’ s continued existence. We reviewed ABC Board activity that occurred from FY 98 
through FY  02. We also reviewed the Board’s proceedings to determine whether it complied 
with Alaska Statutes and regulations.

Methodology

We reviewed and evaluated the following during the course o f  our examination:
• Title IV  and other applicable Alaska Statutes.
• Proposed and passed legislation concerning alcohol and the ABC Board since the previous 

sunset audit.
• Title 15, Chapter 104 o f  the Alaska Administrative Code.
• Final Report of the Criminal Justice Assessment Committee, May 2000 and follow-up status 

reports.
• ABC Board licensing files.
• ABC Board meeting minutes.
• ABC Board operating budgets and financial records.

- 1  -



• Newspaper articles pertaining to liquor licensing in Alaska.
• Responses to the questionnaires we sent out to governing bodies, law enforcement agencies, 

community councils, and a sample o f active licensees.

In addition, we attended two board meetings, one in person and one via teleconference. We 
interviewed ABC Board staff, the chairman o f  the ABC Board, and local community council 
questionnaire respondents. We also contacted the Alaska Ombudsman, the Attorney General’s 
office, the Division o f  Equal Employment Opportunity, the Human Rights Commission, the 
Department o f  Revenue, and the Office o f  the Governor.

- 2 -



O RGANIZATION AND FU N C T IO N

The Alcoholic Beverage Control Board (ABC Board or the board) was established in 1959 by 
Title IV 1 o f  the Alaska Statutes as a regulatory and quasi-judicial agency. For administrative 
purposes, the ABC Board is assigned to the Department o f  Revenue. The purpose o f  the board is 
to regulate the manufacture, barter, possession, and sale o f  alcoholic beverages in the State. 
Control is exercised through board review and consideration o f  liquor license applications for 
original issuance, renewal, and transfer, and also through revocation and suspension o f  licenses. 
In addition, the board has the power to propose and adopt regulations and to hear appeals 
concerning actions o f  ABC Board personnel.

The board is composed o f  five members appointed by the governor and confirmed by the 
legislature. Traditionally, appointed members represent all geographic areas o f  the State. Two o f  
the members are required by statute to be representatives o f  the alcoholic beverage industry, 
while the other three are public members. Board 
members are appointed for overlapping three-year 
terms. A director, appointed by the governor, serves as 
the executive officer and is responsible for enforcing 
Title IV  and the regulations adopted by the board.

Title IV specifies the type o f  licenses, licensing fees, 
and the activities allowed under each class o f  license 
issued by the board. Title IV  also establishes 
procedures for the issuance o f  new and renewal 
licenses.

ABC Board employees ensure that over 1,800
licensees comply with Title IV. Employees provide 
three functions including administration, licensing, 
and enforcement. These services are briefly described 
below.

Administration: The ABC Board director and an 
administrative assistant comprise the administrative staff. They have a wide variety o f
administrative duties including oversight o f  staff, preparation o f  budget documents, calculation
and issuance o f  revenue sharing payments to Io c l *. municipalities, direction o f  special
enforcement investigations and public hearings.

Licensing: The three-member licensing staff is responsible for processing license applications, 
maintaining licensing records and files, collecting licensing fees, and answering licensing 
questions ,.^ked by the public and licensees.

A lcoho lic  Beverage Contro l Board Members

Bob  K le in , Chairman 
Anchorage, Industry Member 
Term  expires January 31 , 2003

Jan W rcntm ore 
Skagway, Industry M ember 
Term  expires M arch 1, 2005

Toni Lee Jackson
Copper Center, Pub lic Member
Term  expires January 3 1 , 2003

E llen  G an ley
Fairbanks, Pub lic M em ber 
Term  expires M arch 1 2 005

Duane Ud land 
Anchorage, Pub lic M ember 
Term  expires M arch 1 ,2 00 4

1 Title IV, Alcoholic Beverages, AS 04.06.010 -  04.21.080.
- 3 -



Enforcement: The four-member enforcement staff cuirently consists o f  two Anchorage-based 
investigators, one Fairbanks-based investigator and one Juneau-based investigator. Investigators 
perform various duties including inspecting licensed premises, investigating complaints o f 
suspected licensing violations, overseeing a federal underage drinking grant, and responding to 
questions from licensees and the public. Investigators monitor serve, training courses and 
perform background checks on applicants. They also give lectures relating to alcoholic beverage 
control laws and regulations on behalf o f  the board and provide Title IV  training to law 
enforcement agencies on request.

The ABC Board office is located in Anchorage. In FY 03, the board has an operating budget o f 
S711,200 for its nine staff positions and activities.



V  EPORT CONCLUSIONS

In our opinion, the Alcoholic Beverage Control Board (ABC Board or the board) should 
continue to regulate the manufacture, sale, barter, and possession o f  alcoholic beverages in 
Alaska in order to protect the public’s health, safety, and welfare. The board has provided 
protection to the general public through the issuance, renewal, and temporary suspension o f  
liquor licenses. Protection has also been provided through investigations o f  suspected licensing 
violations and enforcement o f  the State’ s alcoholic beverage control laws and regulations.

As indicated in the Analysis o f  Public Need section o f  this report, in our opinion the ABC Board 
has met the various statutory sunset criteria. With the exceptions noted in the Findings and 
Recommendations section o f  this report, we believe that the board is effectively and efficiently 
meeting its statutory responsibilities, and is operating in the public interest. The ABC Board is 
organized under statute as a regulatory and quasi-judicial agency; however, it appears to be 
spending a disproportionate amount o f  time and resoun es on police efforts rather than on the 
regulatory function.

We recommend that Alaska Statute 44.66.010(a)(1 ) be amended to extend the termination date 
o f  the Alcoholic Beverage Control Board to June 30, 2006. This three-year extension will give 
the board ample time to correct the deficiencies noted in this report and it will trigger a timely 
follow-up audit to determine i f  these deficiencies have been fu lly addressed.
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F INDINGS AND RECOM M ENDATIONS

Status o f  Prior Audit Recommendations

Our prior sunset audit2 contained three recommendations. The first advised the Alcohol 
Beverage Control Board (ABC Board or the board) to take steps to ensure that objections from 
affected neighborhoods were considered prior to the issuance, transfer, or renewal o f  a license. 
The board has increased the awareness o f  local governing bodies regarding the value o f  public 
input. The board has also attached conditions to licenses in response to neighborhood objections. 
However, according to some questionnaire responses and interviews with community council 
representatives, there still is not enough consideration o f  public input in how licenses are issued 
or renewed. In addition, the community councils would like to receive training on the liquor 
licensing process so they better understand what options are available to them when an 
application for a license is received for issuance, transfer, or renewal. (See Appendix E.)

The second recommendation was that the board review the liquor license fee-sharing program to 
ensure the funds were properly spent by the participating governing bodies. The board has 
implemented an additional regulation to ensure that the municipalities who participate in the 
revenue sharing program are in compliance.

The third recommendation advised the board to ensure the amounts, o f  license fees refunded to 
the local governing bodies as part o f  the revenue share program, were correct. This is still o f 
concern and is included in current Recommendations No. 6 and 7.

Recommendation No. 1

The legislature should consider having the Department o f  Public Safety (DPS ) conduct criminal 
investigations, rather than the ABC Board.

Major changes were made to the ABC Board’ s statutes and regulations during the past five 
years. Effective July 1999, AS 04.06.110 was amended, as follows, to add ABC staff 
investigation o f  gambling and prostitution offenses.

The director and the persons employed f o r  the administration and enforcement o f  
this title may, with the concurrence o f  the commissioner o f  public safety, exercise 
the powers o f  peace officers when those powers are specifically granted by the 
board. Powers granted by the board under this section may be exercised only when 
necessary f o r  the enforcement o f  the criminally punishable provisions o f  this title, 
regulations o f  the board, and other criminally punishable laws and regulations, 
including investigation o f violations o f laws against prostitution and promoting 
prostitution described in AS 11.66.100 -  11.66.130 and laws against gambling, 
promoting gambling, and related offences described in /15  11.66.200 -  11.66.280

2 D eoa rtm en t o f  R even u e , A lc o h o lic  B eve rag e  C on tro l B o a rd , S ep tem be r 8 , 1 9 9 7 . (A u d it C on tro l N o . 0 4 - 1 4 5 2 - 9 7 . )
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[GOVERNING THE MANUFACTURE, BARTER, SALE, CONSUMPTION, AND 
POSSESSION OF ALCOHOLIC BEVERA GES IN THE ST A TE].3

The stated mission o f  the ABC Board, according to AS 04.06.090(a), is to "control the 
manufacture, barter, possession, and sale o f alcoholic beverages in the state. " Adding gambling 
and prostitution to this list significantly expanded the mission o f  the board as to the types o f  
investigations conducted. Whereas prior to the amendment violations o f  Title IV  and its 
regulations were subject to conviction for class A misdemeanors,4 the new language imposed 
conviction for class B and C felonies on some violations.

Although the DPS commissioner has historically authorized limited police powers to the 
investigative staff o f  the board, these powers were usually restricted to issuing subpoenas and 
serving search warrants. These limited police powers allowed the board’ s staff to better perform 
its job . This was much different than the 1999 expansion o f  the board’ s mission mentioned 
above and is an aspect that should be continued.

A major change to the regulations3 took effect in March 1999, shortly before the statute change. 
The new regulation allowed ABC staff to carry firearms, i f  authorized by the board and with the 
DPS commissioner’ s concurrence. The ABC Board auihorized the use o f  firearms by the 
enforcement staff at its April 1999 board meeting. However, this authorization was rescinded in 
June 1999 when the DPS commissioner revoked the limited police powers he had previously 
approved.

The question o f  allowing ABC Board staff to cany firearms in the performance o f  its duties has 
been decided for now. The Attorney General’ s office and DPS have determined that ABC staff 
should not need to use deadly force to complete its assigned duties. We agree with that 
determination.

As pointed out by the Alaska Criminal Justice Assessment Committee,6

The purpose o f the Department o f Revenue is to raise revenue, not to assist law 
enforcement. To ensure quality' enforcement o f Title 4, [the criminal investigation] 
function should be moved to a law enforcement department. Licensing functions 
would remain with the Alcoholic Beverage Control Board.

The statute change and the firearm situation has already caused administrative inefficiencies and 
morale problems within ABC. We believe there would be significant inefficiencies in attempting

3 T h e  new language is b o ld ed ; (he language it rep laced  is cap ita lized  and in brackets.
3 A S  0 4 .1 6 .1 8 0 . P ena ltie s f o r  v io la tio n .
5 15 A A C  1 0 4 .5 0 5 (b ) states, “ Consistent with federal, state, and local law, the board's investigative personnel way 
carry firearm s in the performance o f  their duties, i f  authorized by the board. "
6 T he  A la sk a  C r im in a l Justice A ssessm en t C om m ittee  was created in 1 99 7  to partic ipate  in a fe d e ra lly - fu n d ed  C rim in a l 
Justice System  P ro je c t. G o v e rn o r  T o n y  K n ow le s , C h ie f  Justice W arren  M atthew s, Sena te P res iden t M ik e  M ille r , and 
H ouse  Speake r G a i l P h illip s  appo in ted  a “ b lu e -r ib b on "  com m ittee w ith m em bers rep resen ting  a l l th ree b ranches o f  
g ove rnm en t, o th e r com m un ity  g roup s , and ind iv idua ls  interested in c rim ina l ju s tic e . T h e  C om m iss ion  issued its fin a l 
rep o rt in M ay  2 0 0 0  and fo llow e d  up w ith  a status repo rt on  its recom m endations in Jan ua ry  2 0 0 2 . T he  January  2 0 0 3  d ra ft 
update a ls o  ca rries this recom m endation .
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to turn ABC into a four-officer, statewide police force. DPS has already set up the administrative 
and operational crntrols unique to this type o f  service. To prevent the wasting o f resources and 
their diversion away from the licensing function, we offer the following alternatives to the 
present approach:

•  Alternative A -  No statutory change, but require the ABC Board to contract with DPS to
provide criminal investigation services. The board would retain some control over that
function by recommending targets while DPS personnel performed the investigations.

Alaska Statute 04.06.090(d) allows the board to contract . . with other departments and 
agencies of the state . . . [as] necessary to cany out the purposes of this title. " A contract 
with DPS would allow the board to purchase state trooper time when and where it is needed 
to enforce the provisions o f  Title IV. For example, the board could contract for a one-half 
full-time equivalent (.5 FTE) trooper position. These services would be on an as-needed and 
as-available basis fo r gambling, prostitution, and alcohol investigations as designated by the 
board. This approach would take advantage o f  the many locations served by DPS.

• Alternative B -  Remove the criminal investigation function from the ABC Board.

These criminal investigations would be handled by DPS, which already has jurisdiction. 
Although these are perhaps less serious crimes than many investigated by DPS, they need not 
be slighted. DPS could even set up a dedicated alcohol, gambling, and prostitution team i f  the 
legislature believed it to be necessaiy. Through the budgetaiy process, the legislature could 
ensure that the appropriate emphasis continues.

Either o f  the above alternatives would allow the ABC Board and its staff to retain focus on their 
mission as a regulatory and licensing agency.

Regardless o f  how this function is eventually structured, we encourage the board to share 
information with DPS and local police forces that would assist them in making the most o f their 
limited resources.

Recommendation No. 2

The ABC Board should seek an amendment to Title IV to allow the hoard to summarily suspend 
liquor licenses.

The process for revoking a license can take several years i f  the license holder chooses to pursue 
all avenues o f  due process accorded by law. The due process rights granted liquor licensees 
range from informal hearings before the board to an appeal before the Supreme Court. Since the 
revocation does not take effect until all due process rights have been exhausted, licensees whose 
liquor licenses have been revoked may be able to operate for two or more years after the 
revocation is imposed.

As a result, the ABC Board has resorted to either denying a license renewal or allowing a 
licensee a set period o f  time to sell the liquor license in question rather than revoking the license.
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Relative to revocation, these procedures reduce the length o f  time a licensee actually operates 
after the sanction has been imposed.

However, the board’ s revocation and nonrenewal practices still allow these licensees to remain 
open for some time. The practice o f  allowing some o f  these licensees to continue to operate is 
not in the public interest. It sends the wrong message to other licensees. The current practice’ s 
value as a deterrent is greatly reduced.

Summarily suspending7 a license takes effect immediately and is used when the licensee is a 
danger to the public. After a license is summarily suspended, revocation is the next step. 
However, the licensee w ill not be operating the business while exercising his due process rights. 
This approach is used by the occupational licensing boards in Alaska and would seem to be 
appropriate for the ABC Board also.

Currently the ABC Board does not have the power to summarily suspend a liquor license. The 
board should seek an amendment to its statute to give it this authorization.

Recommendation No. 3

The ABC Board should conduct routine background checks on all licensees as they renew their 
licenses or should track licensees through the DPS infonnation system.

Alaska Statute8 allows the board to conduct background checks during the license renewal 
process. However, the board does not currently require routine background checks for renewals. 
Although licensees are asked on the renewal application whether they have been convicted o f  a 
felony or Title IV  violation during the prior license period, they are not asked about driving 
while intoxicated convictions or other offenses that may be relevant. In addition, the board does 
not appear to verify the information provided on the renewal applications. False statements on an 
application are a class B felony.9 Arrests and convictions will show up on a background check.

An alternative to a complete background check on licensees at renewal time is to request the 
Department o f  Public Safety to provide infoimalion from the Alaska Public Safety Information 
Network (APSIN ) system. Similar to the APS1N infonnation provided to the Division o f  Family 
and Youth Services (D FYS ) on an on-going basis, the ABC Board could be electronically 
notified whenever the previously identified individuals are arrested or convicted. This “ real 
time”  reporting o f arrests and convictions would provide both helpful and timely information to 
the ABC Board.

7 G u id a n ce  fo r su m m arily  su sp en d in g  lic en ses  co m es from  B usin ess and  P ro fe ss io n s , C en tra lized  L icensing , 
A S  0 8 .0 1 .0 7 5 (c ) w h ich  s ta te s , “A board may summarily suspend a licensee from the practice o f the profession before a 
final hearing is held or during an appeal i f  the board finds that the licensee poses a clear and immediate danger to the 
public health and safety. "
8 A S  0 4 .1 1 .2 9 5  p ro v id es  th a t "The board may require an applicant for renewal o f a license under this title to submit 
fingerprints to the Department o f  Public Safely...
9 A S  0 4 .1 1 ,2 1 0  s ta te s , "If a false statement is made in an application. . .  the applicant is guilty o f  perjury'
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The ABC Board should institute background checks as part o f  the renewal process or request 
DPS to provide information from APSIN to track its licensees.

Recommendation No. 4

The director should ensure that all fines are collected and deposited into the General Fund.

Alaska Statute10 requires all fines imposed by the board be deposited into the General Fund.

The board has instituted a new procedure used in settlement agreements with licensees which 
does not fo llow  the requirements o f  this statute. The new procedure evolved when the board 
imposed a $1,000 fine on a licensee in a settlement agreement. To avoid having the fine paid into 
the General Fund, which the board sees as lost money,11 and in an effort to provide restitution, 
the board instructed the director to refer to the fine as a “ donation”  and to have the licensee pay it 
to a local police department.

Current statutes provide the board with only three penalties it can impose on licensees who have 
violated Title IV : civil fines,12 and/or temporary suspension or revocation.13 The statutes do not 
give the board authority to require a licensee to pay “ restitution”  or make a “ donation”  to a third 
party. (The process o f  imposing penalties should be clearly spelled out in the agency’ s 
procedural manuals. See Recommendation No. 7.)

As a result, the ABC Board has diverted money that should have been deposited into the General 
Fund and been available for appropriation by the legislature into the control o f  a third party. 
Diversion o f  monies from the General Fund to another entity may violate the state constitution. It 
erodes the legislature’ s most significant power, that o f  appropriation. Executive or judicial 
branch agencies appropriating general funds may violate the most basic separation o f  powers 
doctrine. While in this instance the $1,000 involved is not material to either the ABC Board or 
the State, court decisions have maintained that all appropriations must be made by the 
legislature.

The board should follow  the direction provided by statute and the constitution and deposit all 
fines into the General Fund. The board should also seek the return o f  any such “ donations”  made 
in the past.

Recommendation No. 5

The ABC Board and its director should provide goals for the enforcement staff.

10 A S  0 4 .1 1 .5 9 0  (a) d irec ts  that fines " . . .  slwll be transferred by the board to the Department o f Revenue and deposited 
in the General Fund. "
11 T h e  board  sees  th ese  rev en u es as lost becau se  the m oney  goes in to  the G en era l F u n d , ra th e r than b e in g  d e s ig n a ted  lor 
the  b o a rd ’s o w n  use.
12 A S 0 4 .11 .575(a). C iv il fine.
13 A S  0 4 .1 1 .3 7 0 . S u sp en s io n  an d  rev o ca tio n  o f  licenses and  perm its.
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The enforcement staff lacks focus in its activities. O f primary concern is the backlog o f  unissued 
notices o f  violation (NOVs) stemming from police reports and compliance checks conducted 
under a federal underage drinking grant.1'1 NOVs are issued to licensees when staff becomes 
aware that violations o f  Title IV  have taken place at a licensed premise. Throughout FY 02, the 
staff was at least six months behind15 in the issuance o f  NOVs for premises in Anchorage. The 
backlog limits the ability o f  the board to monitor the liquor industry.

The enforcement sta ff is spending the majority o f  its time managing an underage drinking grant 
and is allowing other enforcement work to go unfinished. As a result, the licensees, who are cited 
by law enforcement for selling to a minor during a compliance check, are not issued NOVs in a 
timely manner.

The public welfare is not adequately protected when licensees who have violated Title IV and 
have been cited by the police do not receive the associated NOV for six months or more. The 
board and local governing bodies cannot adequately review the licensee during the renewal 
period without complete infonnation.

Another concern is that between FY  94 and FY 02 the number o f  premise inspections conducted 
has dropped by 62% . Spending an inordinate amount o f  time on the underage drinking grant and 
replacing the premise inspection with a walk-through procedure are two o f  the reasons for the 
decline in premise inspections. S ta ff stated that the walk-through consists o f  an investigator 
walking into a licensed premise, looking around briefly for drunk or underage customers, and 
walking out. This substitution frees up more time for the investigator.

However, investigators are not tracking which licensees have been given a walk-through, what 
the results were, or whether the licensee even knew it had taken place. Walk-throughs are not 
effective without planning, consistency, and notification o f  enforcement presence. With the 
current process, the effectiveness o f  a walk-through cannot be evaluated by the director or the 
board.

The staff is directed by the board to enforce Title IV and given a variety o f ways to enforce it. 
However, without board-directed goals, the enforcement staff cannot seem to prioritize its 
workload. S ta ff currently appears to be more interested in performing police-type activities than 
regulatory activities. As a result, it appears that enforcement activities are unorganized and 
inefficient.

The board and the director should establish specific goals for the enforcement staff so it can 
perform more efficiently and effectively.

Recommendation No. 6

14 T h is  federal g ra n t p ro g ram  a id s  s ta te s  in red u c in g  u n d e rag e  d rin k in g . T h e  g ran t am o u n t b eg an  in FY  00  and  has 
g ro w n  to a p p ro x im a te ly  S I 0 0 ,0 0 0 . T h e  g ran t fu n d s a rc  p rim arily  p assed  th ro u g h  to the  A la sk a  S ta le  T ro o p ers  and  local 
law  en fo rc e m e n t a g en c ie s  w h o  th en  c o n d u c t c o m p lian c e  ch eck s  ("s tin g s" )  on  local liq u o r sto res.
15 T h is  b ack lo g  w as  c le a re d  up  by  the  A B C  B o ard  s ta f f  in late  O c to b e r 2002 .
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