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HOUSE BIJ L NO. 123 OCCUPATIONS: FEES & EXTENSION OF BOARDS

"An Act relating tc occupational licensing Tees and receipts; extending the termination dates of the Boards of Barbers and Hairdressers, 
Social W ork Examineis, Pharmacy, Professional Counselors, Psychologist and Psychological Associate Examiners, and Veterinary 
Examiners; relating to an exemption that allows one bill to continue m ■ *han one board, commission, or agency program; and 
providing for an effective dale."
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1 (15) Board of Pharmacy (AS 08 8 0 V  0 )- June 30, 2010 [2005];

2 * Sec. 4 . AS 08.03.010(c)( 17) is amended to read

3 (17) Board of Professional Counselors (AS 08 29.010) - June 30, 2010

4 (2005J;

5 * Sec. 5. AS 08 03.010(c)( 18) is amended to read

6 (18) Board of Psychologist and Psychological Associate Examiners

7 (AS 08 86.010)-June 30, 20^ (2 0 0 5 );

8 * Sec. 6. AS 08.03 010(c)(21) is amended to read

9 (21) Board of Vetennary Examiners (AS 08.98.010) - June 30, 2009

(2005j

*. 7. AS 08 86.150 is amended to read

Sec. 08.86.150. License by credentials. A person who is licensed or certified 

as a psy-.hologist by a licensing authority other than the state is entitled to be licensed 

in the state without examination if the person applies on the proper application form, 

submits proof of continued competence as required by regulation of the board, pays 

the credential review fee, and the person

(1) holds a doctoral degree with primary emphasis on psychology that 

satisfies the requirements of AS 08.86.130 and the examination and qualification 

requirements for the person's out-of-state license or certificate were essentially similar 

to or higher than the examination and qualification requirements for licensure under 

this chapter; [OR|

(2) is a diplomatc in good standing of the American Board of 

Professional Psychology: or

(3) is certified or registered with a crcdentialing organization in

25 psychology approved bv the L-oard in regulation and with requirements

26 essentially similar to or higher than the requirem ents for licensure under this

2 7  chapter

28 * Sec. 8. The uncudified law of the State of Alaska is amended by adding a new section to

29 read:

30 EXEMPTION FROM AS 44.66.050(e). Sections 1 - 6 o f this Act are exempt from the

31 provision of AS 44 66.050(e) that prohibits a bill from continuing the existence of more than

CSHD 123(FIN) -2- HBOI23c
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CS F O R  H O U SE  B IL L  NO. 123( )

IN THE LEGISLATURE OF THE STATE OF .ALASKA

TW ENTY-FOURTH LEGISLATURE • FIRST SESSI

BY

Offered:
Referred:

Sponsor(s): HOUSE LABOR AND COM M ERCE COM M ITTEE

A B ILL

FO R  AN A C T  EN TITLED

"A n A ct re la tin g  to occupational licensing fees, fines, and penalties and  to regu la to ry  

board  fines; ex tend ing  the te rm ination  dates of the B oards of B arb ers  and  H a ird resse rs , 

3 Social W o rk  E xam iners, P h arm acy , P rofessional C ounselors, Psychologist and  

Psychological A ssociate E xam iners, an d  V ete rin ary  E xam iners; re la tin g  to an  exem ption 

th a t allow s one bill to continue m ore th a n  one board , com m ission, o r  agency p ro g ram ; 

and  p ro v id in g  fo r an  effective d a te ."

8

9

10

11

12

13

BE IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F T H E  STATE O F  A LA SK A :

* Section 1. AS 08.01.065(c) is amended to read:

(c) Except as provided in (f) - (i) o f this section, the departm ent shall establish 

fee levels under (a) o f  this section so that the total amount o f  fees, to g e th e r w ith  the 

fines and  penalties collected for an occupation approximately equals the actual 

regulatory costs for the occupation. The department shall annually review  each fee 

level to determine whether the regulatory costs o f each occupation are approxim ately

CSHB 123( )
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equal to fee, fine, and  penalty  collections related to that occupation. I f  the review 

indicates that an occupation's fee, fine, and penalty  collections and an occupation 's 

regulatory costs are not approximately equal, the departm ent shall calculate fee 

adjustments and ad )p t regulations under (a) o f  this section to implement the 

adjustments. In Jaruary  o f  each year, the departm ent shall report on all fee levels and 

revisions for the pr :vious year under this subsection to the office o f  management and 

budget. If  a boa-d legulates an occupation covered by this chapter, the department 

shall consider the bo; rd's recommendations concerning the occupation's fee levels and 

regulatory costs before revising fee schedules to com ply with this subsection. In this 

subsection, "re' ulatory costs" means costs o f the departm ent that are attributable to 

regulation o f  an occupation plus

(1) all expenses o f  the board that regulates the occupation if  the board 

regulates only one occupation;

(2) the expenses o f  a board that are attributable to the occupation if  the 

board regulates m re than one occupation.

* Sec. 2. AS 08.01.165(f) is am ended to read:

(f) Notwi hstai.ding (c) o f  this section, the departm ent shall establish fee levels 

under (a) o f this section so that the total amount o f  fees, fines, an d  penalties collected 

by the State Board o f  Registration for Architects, Engineers, and Land \ urveyors 

approximately equals the total regulatory costs o f  the departm ent and the board for all 

occupations regulated by the board. The departm ent shall set the fee levels for the 

issuance and renewal i f  a certificate o f  registration issued under AS 08.48.211 so that 

the fee levels are the same for all occupations regulated by the board.

* Sec. 3. AS 08.01 065(g) is am ended to read:

(g) N otw ithstanding (c) o f tnis section, the departm ent shall establish fee 

levels under (a) o f  this section so that the total am ount o f  fees, fines, and  penalties 

collected by the departm ent for all occupations regulated under A S 08 .I1  

approximately equals the total regulatory costs o f  the departm ent for all occupations 

regulated by the departm ent under AS 08.11. The departm ent shall set the fee levels 

for the issuance and renewal o f  licenses issued under AS 08.11 so that the fee levels 

are the same for all occupations regulated by the departm ent under AS 08.11.
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* Sec. 4. AS 08.01.065(h) is amended to read1

(h) N otw ithstanding (c) o f  this section, the department shall establish fee 

levels under (a) o f  this section so that the total amount o f  fees, fines, a n d penalties 

collected by the Board o f  Barbers and Hairdressers approximately eq. s the total 

regulatory costs o f  the department, the board, and the Department o f  Environmental 

Conservation for all occupations regulated by the board. For purposes o f this 

subsection, the regulatory costs o f the Departm ent o f  Environmental Conservation for 

the occupations regulated by the board include the  cost of p re p a rin g  for and 

conducting  d isc ip lin a ry  hearings un d er AS 08.01.075, the cost o f  inspections under 

AS 08.13.210(b), the cost o f developing and adopting regulations under AS 44.46.020 

for barbershop, hairdressing, manicuring, esthetics, body piercing, ear piercing, and 

tattooing and perm anent cosmetic coloring establishm ents, and the cost to the 

Department o f  Environm ental Conservation o f  enforcing those regulations except for 

the enforcem ent costs relating to ear piercing establishm ents. The department shall set 

the fee levels for the issuance and renewal o f  a practitioner's license issued under 

AS 08.13.100 so that the license and license renewal fees are the same for all 

occupations regulated by the Board o f Barbers and Hairdressers.

* Sec. 5. AS 08.01.065(i) is amended to read:

(i) N otw ithstanding (c) of this section, the departm ent shall establish fee levels 

under (a) o f this section so that the total am ount o f  fees, fines, and penalties collected 

by the Departm ent o f  Commerce, Com m unity, and Economic D evelopm ent for 

specialty contractors, home inspectors, and associate hom e inspectors approximately 

equals the total regulatory costs o f the departm ent for those three registration 

categories. The departm ent shall set the fee levels for the issuance and renewal o f  a 

certificate o f registration issued under AS 08.18 so that the fee levels are the same for 

all three o f  these registration categories and so that the fee level for a home inspector 

with a joint registration is not different from the fee level for a home inspector who 

does not have a jo in t registration. In this subsection, "joint registration" has the 

meaning given in AS 08.18.171.

* Sec. 6. AS 08.01.075 is amended by adding a new subsection to read:

(g) A fine im posed and collected by a board under (a) o f this section shall be

-3-
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accounted for separately and may be appropriated by the legislature for the benefit and 

use o f  the board in carrying out the board's duties.

* Sec. 7. AS 08.03.010(c)(4) is amended to read:

(4) Board o f Barbers and Hairdressers (AS 08.13.010) - June 30, 2011

[2005];

* Sec. 8. AS 08.03.010(c)(6) is amended to read:

(6) Board o f Social W ork Exam iners (AS 08.95.010) - June 30, 2010

[2005];

* Sec. 9. AS 08.03.010 (c )( l5) is amended to read:

(15) Board o f Pharmacy (AS 08.80.010) - June 30, 2010 [2005];

* Sec. 10. AS 08.03.010(c)(17) is amended to read:

(17) Board o f Professional Counselors (AS 08.29.010) - June 30, 2010

[2005];

* Sec. 11. AS 08.03.010(c)(18) is amended to read:

(18) Board o f Psychologist and Psychological A ssociate Examiners 

(AS 08.86.010) - June 30, 2010 [2005];

* Sec. 12. AS 08.03.010(c)(21) is amended to read:

(21) Board o f Veterinary Exam iners (AS 08.98.010) - June 30, 2009

[2005],

* Sec. 13. AS 37 .05 .146(c)(24) is amended to read:

(24) receipts o f the D epartm ent o f  Commerce, Com m unity, and 

Econom ic Development under AS 08.01.065 and  from  fines and  penalties collected 

in licensing and  disciplinary actions fo r occupations u n d e r  AS 08.01.010

[AS 08.01.065(a), (c), AND (f)];

* Sec. 14. AS 08.95.920 is repealed. —

Sec. 15. The uncodified law o f the State o f  A laska is amended by adding a new  section to 

read:

EX EM PTIO N  FROM  AS 44.66.050(e). Sections 7 - 12 o f  this A ct are exem pt from 

the provision o f  AS 44.66.050(e) that prohibits a bill from continuing the existence o f more 

than one board, com m ission, or agency program.

* Sec. 16. This Act takes effect immediately under AS 01.10 .070(:).

CSHB 123( )
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FISCAL NOTE
2005 LE G IS LA T IV E  SESSION Bill Version CSHB 123(L&C)

(H ) Publish D ate 2/9 /05_______

Revision D ate /T im e (Note if correction): ______________________________ D ept Affected______________Com m erce________

Title O ccupations Fee and_________________________________R D U  Occupational Licensing (117)

__________________ E xtension of B oards____________________________________C o m p o nen t O ccupational Licensing________

Sponsor Labor and C o m m erce__________________________________ ___________________________________

R equester H ou se Labor and Com m erce__________________________C o m p o nen t No 23C0

STATE OF ALASKA Fiscal Note Num ber: J ________

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

Note A m ounts do n ot include inflation unless otherwise noted below

O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 6 F Y  2 0 0 7 FY  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1

Personal Services 0 0 33 3 7 333 7 333 7 333 7

Travel 0 0 36 5 3 6 5 3 6  5 3 6 5

Contractual 0 0 1 1 5 6 1 1 5 6 1 1 5 6 115 6

Supplies 0 0 0 4 0 4 0 4 0 4

Equipm ent 0 0 0 0 0 0 0 0 0 0

Land & Structures

G rants & C la im s

M iscellaneous

T O T A L  O P E R A T I N G 0 .0 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 0 . 0

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

IC H A N G E  IN R E V E N U E S  ( 1 1 5 6  ) 0 .0 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 0 . 0  |

F U N D  S O U R C E (T h o u sa n d s o f Dollars)

1002 Federal R eceipts

1003 GF Match

1004 GF

1005 G F/P rogram  R eceipts •
1037 G F/M e nta l Health

O ther 1156 - Receipt Supported Services 0.0 4 8 6 2 48 6  2 48 6 2 486 2 0 0

T O T A L 0 . 0 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 4 8 6 . 2 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 5 )  c o s t :  4 8 6  2
C h e c k  t h i s  b o x  (X) i f  f u n d i n g  f o r  t h i s  bi ll  i s  I n c l u d e d  in  t h e  G o v e r n o r ’s  F Y  2 0 0 6  b u d g e t  p r o p o s a l :  

P O  IT IO N S

Full-tim e

Part-time

Temporary

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

HB 123 allow s fines and penalties collected by various occupations to be included with fee collections for the 

purpose o f determ ining w hether revenue collected approxim ately equals the total costs of regulation for an 

occupation o r board

The bill also exte n d s the following B oards to June 30  2009 Barbers and Hairdressers. Social W orkers; Pharm acy; 

Professional C ounselors. P sychology; and Veterinary In accordance with A S  08  0 3  020. fund ing is extended one 

year following the term ination date allowing the B oards to conclude their affairs. F Y  2 0 06 funding is included in the 

Operating B udget request. The costs show n for subsequent fiscal years reflect the direct costs included in the F Y  

2006 budget T h e  direct costs by board are shown on the attached page

Prepared by: Jennifer Strickler, Adm inistrative M a nag er  Phone (9 0 7 ) 465-2144

Division O ccupational Licensing  D ate/T im e 2 /3 /0 5  6 1 4  PM

Approved by E d g ar Bla^-hford, C om m issioner  Date 2 /3 /2 0 0 5 _________

A gency C om m erce, C o m m un ity and Econom ic D evelopm ent________________

(Revised 9/23/2004 OMB) Page 1 of 2



FISCAL NOTE U1

A N A L Y S I S  C O N T I N U A T I O N

DIRECT Expenses

STATE OF ALASKA BILL NO. CSHB 123(L&C)
2(k,5 LEGISLATIVE SESSION

B arbers and 

Hairdressers

Social

W orkers

P haim acy Professional

Counselors

Psychology Vetennary TOTAL

Personal Svcs 12 2,0 77 11 33,827 27 73,370 00 3 3 ,9 0 2 0 1 3 7 ,2 4 7  84 33,271 49 333,695.72

Travel 5,724 95 2,785 15 12,807 18 4,889 65 7,425 37 2 .8 5 6  80 36,489.10

Contractual 34 .76 0 13 8 ,2 4 7 6 3 3 4 .47 241 7 .356 23 23 ,62 3 41 7 ,138 79 115,598.60

C om m odities 172 03 1 4 8 4 57 61 14 83 12.48 153 47 425.26

Equipm ent 0  0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00

162.734 2 2 1 44,874 89 120,707 20 46 ,16 2 7 2 | 6 8 ,3 0 9  10 4 3 ,4 2 0  55 486,208.68

The costs above reflect the FY04 Direct costs by Board and are included in the FY05 Budget and the 
Governor's FY06 operating budget request

Page 2 of 2



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

House of Representatives

S ta te  C a p ito l 

J u n e a u . A K  99801-1182

S P O N S O R  ST A T E M E N T  FO R  CS H B  123 
BY: R epresen ta tive  Tom  A nderson

T IT L E : "  A n  A c t r e la t in g  to  o c c u p a tio n a l lic e n s in g  fees a n d  re c e ip ts ;  
e x te n d in g  th e  te rm in a t io n  d a te s  o f  th e  B o a rd s  o f  B a rb e r s  a n d  H a ird re s s e r s ,  
S ocia l W o rk  E x a m in e r s ,  P h a rm a c y , P ro fe s s io n a l C o u n s e lo rs ,  P sy c h o lo g is t 
a n d  P sy ch o lo g ic a l A sso c ia te  E x a m in e rs ,  a n d  V e te r in a ry  E x a m in e rs ;  r e la tin g  
to  a n  e x e m p tio n  th a t  a llo w s o n e  bill to c o n tin u e  m o re  th a n  o n e  b o a rd , 
c o m m iss io n , o r  a g e n c y  p r o g r a m ; a n d  p ro v id in g  fo r  a n  e ffec tiv e  d a te ."

CS HB 123 ex ten d s  th e  su n se t for the boards o f  B arbers  and  H aird ressers , Socia l 
W ork E xam iners , P harm acy , P rofessional C ounselo rs , P sy ch o lo g is ts  and  
P sycholog ical A sso c ia te  E xam iners  and  V eterinary  E xam iners . E ach  o f  these  
boards have been  reco m m en d ed  by L eg isla tive  A u d it for ex ten sio n .

A dditionally , C S  H B 123 a llo w s f ire s  and  penalties  co llec ted  by  various 
o ccupa tions to  be  inc luded  w ith  fee co llec tio n s  fo r the p u rp o se  o f  d e term in ing  
w hether revenue  co llec ted  ap p ro x im ate ly  equals the  to tal co sts  o f  regu la tion  for an 
occupa tion  o r board . T h is  ch an g e  cod ifies  cu rren t p rac tice  an d  is inc lu d ed  by 
request o f  the D iv ision  o f  O ccupational L icensing

I w ou ld  ask fo r y o u r su p p o rt on CS H B  123.

February' 9, 2005 -  CS HB 123 24-LS0360VY



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

House of Representatives

O ffic ia l B u iin c is S ta le  C ap ito l 
Juneau, A K 9 V K U I-IIH 2

S e c tio n a l A n aly sis  f o r C S  H B  123 
BY: Representative Tom Anderson

Section 1-4. A m ends the uncod ified  law  o f  the S tate  o f  A laska  to  allow  fines and 
penalties  co llec ted  by various occupa tions to  be inc luded  w ith fee 
co llec tio n s  for the  pu rpose o f  de te rm in in g  w h eth er revenue  co llec ted  
ap p ro x im ate ly  equals  the total co sts  o f  regu la tio n  for an occupation  or 
board.

Section 5. E x tends the  sunse t o f  the B oard  o f  B arbers  and  H aird ressers  to 
June 30, 2011.

Section 6. E x tends the  sunset o f  the B oard  o f  Socia l W ork  E xam iners  to 
June 30, 2010

Section 7. E x tends the  sunset o f  the B oard  o f  P harm acy  to  June  30, 2010.

Section 8. E x tends the  sunset o f  the B oard  o f  P ro fessional C o u nse lo rs  to
June 30, 2010.

Section 9. E x tends the sunse t o f  the B oard  o f  P sycho log ist and  Psycho log ical 
A ssocia te  E xam iners  to June  30, 2010.

Section 10. E x tends the sun se t o f  the B oard  o f  V eterinary  E xam iners  to 
June  30, 2009.

Sections 11-12. F u rther am ends statu te to allow  fines and pena ltie s  co llec ted  by 
various occu p a tio n s  to  he inc luded  w ith  fee co llec tio n s  for the pu ipose  
o f  de te rm in in g  w hethe ' revenue co llec ted  ap p ro x im ate ly  equals the 
total co s ts  o f  regu la tion  for an occupation  o r board.

Section 13. A llow s th e  g ro u p in g  o f  these  five sunse t ex ten sio n s  in to  one bill.

February 4, 2005 -  H B 123 24-I.S0360VF





FISCAL NOTE
S TATE OF ALASKA
2005 LEGISLATIVE SESSION

R e v is io n  D a te /T im e  (N o te  if  c o rre c tio n ) 

T ite  O m n ib u s Insurance

Fiscal Note Number
Bill Version:
(H) Publish Date

D ept Affected

‘ r d u

1
HB 147

2 /14/05

Com m erce

Insurance (1 1 6 )

Sponsor

Requester

R u le s

C o m po nen t Insurance Operations

By R e q u e st o f the G overnor

E x p e n d it u r e s /R e v e n u e s

C o m p o nen t No 

(T h o u s a n d s  o f D o lla rs )

254

Note A m ou nts do not in d u d e  inflation u n le ss otherwise noted below

O P E R A T IN G  E X P E N D IT U R E S F Y  2006 F Y  2007 F Y  2008 F Y  2009 F Y  2010 F Y  .201 f

Personal Services 

Travel 

Contractual 

Supplies 

Equipm ent 

Land & Structures 

Grants & C la im s 

M iscellaneous

35.0 3 6 0 3 7 0 3 8 0 40 0 41 0

0 0 0 0 0 .0 0 .0 0 0 0.0

1.0 0 0 0 0 0 .0 GO 0 0

2 5 0 0 0 0 0 0 0.0 0 0

T O T A L  O P E R A T IN G 38.5 36.0 37.0 38.0 40.0 41.0

IC 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  ( H I

1002 cederal R eceipts

1003 G F  Match

1004 G F

1005 G F /P ro jra m  R eceipts 

1037 G F /M e n 'r  J Health

O ther (Specify Vvpe-D o not abbreviate)

38  5 36.0 3 7  0 3 8 0 4 0 0 41.0

T O T A L 38.5 36.0 37.0 38.U 40.0 41.0

E s tim a te  o f  a n y  c u rre n t ye a r (F Y 2 0 0 5 ) c o s t: 0  0

M ark th is  b o x  (X ) If fu n d in g  fo 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  2005 b u d g e t p ro p o s a l: 

P O S IT IO N S  ______________________  __________________________________________________________________

Full-tim e 1 1 1 1 1 1

Part-tim e

Tem porary

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

A  C o n s u m e r  S e r v ic e s  S p e c ia lis t  w ill n e e d  to  tie  a d d e d  to  re s p o n d  to  a d d it io n a l in q u ir ie s  fro m  th e  p u b lic  o n  

th e  u n io n  h e a lth  tru s t fu n d  p r o v is io n s

Prepared by: Linda S. Hall, Director  P ho ne 9 0 7  26 9 7900

Division Insurance D a te/T im e 2 /1 4 /0 5  9 48 A M

Approved by E dgar Blatchford. C om m issioner_____________________________________  D ate 2 /14/200 5

A gency C om m erce, C om m unity & Econom ic D evelopm ent__________________

(Rnud vnrxxn OUB) Page 1 of 1
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STATE OF ALASKA Fiscal Note Number 2___________

Revision Date/Time (Note if correction)__________________ Dept_Affected______________C om m erce

Title O m n ib u s Insurance_____________________________________ R D U  Insurance (11 6)_________

C o m p o nen t Insurance

Sponsor R u le s  by request o f the G overnor____________________  _________________________

R equester H ouse Labor & C o m m erce _____________________________ C o m po nen t No. 354
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Full-tim e
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A N A L Y S IS : (Attach a separate page i f  necessary)

This legislation does not have a fiscal impact on the operations of the division since there are no union 
health trust sections in the current version.

Prepared by: Linda S. Hall. Director__________________________________________________  P ho ne 9 0 7.2 69.790 0

D ivision Insurance D ate/T im e 3 /2 9 /0 5  5:5 8  PM

A pproved by: E d g ar Blatchford, C o m m issio n e r______________________________________  Date 3 /29/200 5

A gency C o m m erce, C o m m un ity, and E conom ic D evelo p m en t______________

(RtviMO 9/23/2004 OMB) Page 1 of 1



H O U S E  B I L L  147 -  R U L E S

I. INTRODUCTION

The Insurance bill proposes statutory changes hat will make the 
regulation of insurance more efficient ior the Division and more 
uniform for industry while at the same time providing increased 
protection to Alaskan consumers.

II. LICENSING

Proposed changes are to streamline the licensing pr* .ess and 
continue efforts to conform to NAIC models and national 
r :andards

Sections 1 & 2 -  Make the notification to agents of suspension or 
revocation of an insurer’s C of A an insurer’s obligation

Sections 8 & 9 -  No longer file appointments with DOI and must 
terminate in writing with notice to DOI if terminated for cause

Section 10 -  Allows notice of license renewal by means other than 
mail

Section 17 -  Defines appointment -  authorization to act on 
another’s behalf

III. SURPLUS LINES

Minor changes to ease implementation of 2004 changes

Section 18 -  Alien insurers file financial reports at the same time 
as requirements for stockholders reports

Sections 19 & 20 -  Minor changes to documents required to be 
signed by a surplus lines broker

Section 25 -  Minor change to documents required to be filed



I I I . I N S U R E R  D E P O S I T S

Sections 3 & 4 -  Removes the never used option for use of safety 
deposit boxes

Section 5 -  Permits release of an insurer deposit directly to a 
guaranty fund is right of deposit if assigned to that fund

IV. HEALTH DISCOUNT PLANS

Tnese types of plans are common across the country -  From 2000 
to 2002 over 200,000 programs were sold and resulted in $252 
million in unpaid claims. In order to protect Alaskan consumers 
from illegal products, we are seeking to add specific authority to 
regulate

Section 22 -  Add “assertions'’ and “electronic” to the list of 
methods that fall under regulation as product sales tools

Section 23 -  Adds specific references to health discount plans in 
the unfair trade practices

Section 31 -  Adds to the definition of “transact” the provision of 
coverage for medical care

Section 32 -  Defines health discount plan -  discounts or ac^ss to 
discounts that is not insurance

V. 3rd PARTY ADMINISTRATORS

These provisions are to clarify the registration process & the 
entities required to be registered.

Sections 7, 11 & 12 - Clean up of references defined elsewhere

Sections 13 & 14 -  Removes the requirement for an insurer to be 
registered and adds requirement for exempt entities to certify to 
eligibility for exemption



Section 14 -  Clarifies that insurers must have COS to use TPA and 
TPA must be registered

Section 15 -  Authorizes director to immediately suspend a 
registration if the TPA is financially impaired or engaged in 
practices injurious to policyholders

Section 27 -  Administrator must be a registered TPA

Section 30 -  Expands definition of TPA to cover self funded 
MEWA and CHIA

VI. OCIP

Owner/Contractor controlled insurance programs are written for 
large construction projects and cover the insurance needs of the 
subcontractors on the project. Rules are currently published in the 
workers’ compensation manual and need to ie codified. Some 
attempts to expand these programs into operation and maintenance 
projects. This would have detrimental effects of markets and 
individual contractor insurance programs.

Section 3 -  Defines the project that will qualify and provides that 
the program must be approved by the director

VII. OTHER PROVISIONS

Section 26 -  Adds the same standards for rate making in health 
insurance as other lines of insurance -  may not be excessive, 
inadequate or unfairly discriminatory

Sections 28 Jc 29 -  (Title Chapter) Authorizes the director’s 
designee to accept financial statements & requires in same time 
frame as other insurers (45 days from end of quarter)



S e c t i o n  A n a l y s i s  o f  H B  147/F

Sec. S ta tu te  C hange P urpose o r  Effect

1 21.09.160 Amended Removes requirement that the director provide specific 
notice to agents appointed with an insurer of the suspension 
or revocation of the insurer’s certificate of authority; clarifies 
automatic suspension or revocation of authority of a 
managing general agent o f an insurer whose certificate of 
authority has been suspended or revoked.

2 21.09.160(c) Added Requires an insurer to notify its agents and managing general 
agents of the insurer’s suspension or revocation.

3. 21.24.040(a) Amended Removes never used option for how deposits may be made 
by deleting references to a safe deposit box.

4. 21.24.040(c) Amended Removes never used option for how deposits may be made 
by deleting references to a safe deposit box.

5. 21.24.130(d) Amended Provides public protection by permitting the director to 
release an insurer’s statutory deposits to a guaranty fund of 
which the insurer is a member, if  a right to receive all or a 
portion of the deposit is assigned to the guaranty fund.

6. 21.27.010(c) Amended Removes refeience to the functions o f a third party 
administrator since those functions are already part o f the 
definition of a third party adm inistrator in AS 21 90.900; 
Technical change to reference to the specific third party 
administrator statutes.

7. 21.27.100 Amended Eliminates requirement for insurer or managing general 
agents to tile appointments with the division; requires the 
insurer and producer to maintain a listing of agents/managing 
general agents and to provide the list upon request o f the 
director.

8. 21.27.110 Amended Eliminates requirement for an insurer or reinsurer to file 
termination of appointments with the division since 
appointments will no longer be filed w'ith the division; 
however, an insurer or reinsurer will be required to file 
nolice o f termination when the terminaiior. is foi cause.

9. 21.27 '‘80(a) Amended Allows the director to notify a licensee o f renewal by means 
other than mail

10. 21.27.630(b) Amended Technical change to replaces the term "class o f insurance” 
with the defined verm “class of authoritv.”

11. 21.27.630(c) Amended Removes reference to the functions of a third party 
administrator since uose functions are already part of the 
definition of a third party adm inistrator in AS 21.90.9U0; 
Technical change to reference to the specific third party 
adm inistrator statutes.

12. 21.27.630(k) 
and (I)

Added Removes the requirement for an adm itted insurer to file and 
obtain a separate third party adm inistrator registration; adds a

fa x# ', '. D f O t s t o n
~ T ~ H C  / , />> )A n  St



requirement for a third party administrator who qualifies fo'- 
exemption to file a certification with tne directoi.

13. 21.27.650(a) Amended Adds a requirement for a person who meets an exemption 
1 provision under the chapter to file a certification with the 

division.
14. 21.27.650(q) Added Authorizes the director to immediately suspend a third party 

adm inistrator's legistration, without advance notice or 
hearing, if the administrator is insolvent, in bankruptcy, in 
receivership or other delinquency proceeding or is using 
methods or practices injurious to policy hoiders or the public.

15. 2 1 .2 7 /6 0 Added Clarifies that the Comprehensive Health Insurance 
Association and a self-funded multiple em ployer welfare 
arrangement under AS 21.85 are considered insurers for 
purposes of applying the third party administrator provisions 
in AS 21.27.630-660

[16 . 21.27.900(33) Added Defines appointment
17. 21.34.040(d) Amended Specifies the timing for financial reporting for alien insurers 

to coincide with their filing dates for stockholder reports; 
eliminates duplication.

18. 21.34.100(a) Amended Makes minor changes to surplus iines filing insurance 
placement requirements; reflects industry practices.

19. 21.34.100(f) Amended Makes min^r changes to surplus lines filing insurance 
placement requirements; reflects industry piactices.

20, 21.36.030(a) Amended Expands provision prohibiting misrepresentation and false 
advertising to include electronic communications.

21.
i

21.36.030(a) Amended Expands the provision prohibiting misrepresentation w th 
respect to insurance to include health discount plans. Adds 
specific prohibitions relating to misrepresentation and false 
advertising of health discount p-ans.

22. 21.36.065

1

Added Defines the circumstances under which a project owner or a 
contractor can provide insurance coverage tor a large 
construction project separately from insurance coverage for 
ether projects or operations o f the owner or contractor. The 
owner or contractor controlled insurance program may be 
used oniy for a construction project with a contract cost o f at 
least $50,000,000 for a defintd peiiod of time at a specified 
location. The owner or contractor may use an owner or 
contractor controlled insurance program only when it has 
been approved by the director.

23. 21.36.155 Added Gives the directoi authority to regulate trade practices of 
health discount plans and sets forth minimum standards for 
health discount plans.

j 24. 21.36.190 Added Allows for the use of an owner or contractor controlled 
insurance program only if it meets the requirements in AS 
21.12.140.

25. 21.36.195 A m ended M akes minor changes to surplus iines filing insurance



rI placement requirements; reflects industry practices.
26. ? 1.51.405 Added Requires that rates for health insurance policies not be 

excessive, inadequate or unfairly discriminatory. The change 
makes the standards applicable to indi vidual health insurance 
rates the same as those that apply to other types of insurance 
and brings Alaska law in line with other states.

27. 21.55.500(16) Amended Clarities that the plan adm inistrator for the Comprehensive 
Health Insurance Association must be registered as a third 
party administrator.

28. 21.66.080(a) Amended Allows the director to  designate the location for filing of 
financial statements for title insurers to be consistent with 
other insurers.

29. 21.66.085(b) Amended Changes the due date for financial statements for title 
insurers to be consistent with other insurers.

30. 21.90.900(42) Amended Expands the definition of third party administrator to also 
apply to functions provided in connection coverage offered 
or provided by a self-funded multiple em ployer welfare 
arrangement or the Comprehensive Health Insurance 
Association.

31. 21.90.900(4.3) Amended Expands definition o f transact to apply to the provision of 
coverage for medical care which is also regulated under title 
21.

32. 21.90.900(45) 
-  (47)

Added Adds a definition for health discount plan.

33. 21.24.040(b);
21.27.330(b);
21.27.650(p)

Repealed Removes reference to use o f safe deposit boxes; eliminates 
requirement for firms to file and pay a fee for branch offices; 
and removes provision that defines transact with respect to 
operating requirements for third party administrators as it has 
been moved to a definition section at the end of the article 
pertaining to third party administrators.

34. Uncodified
Law

Amended Allows regulations for implem entation for certain sections 
but not before those sections are effective.

35. Effective Date M akes certain sections effective July 1, 2005.
36. Effective Date Makes all other sections effective immediately.





IO U S E  C O M M IT T E E  REPO

(April 13, 2005)
Date Referred to Committee: April 6,2005 

of Committee Action:

The Rules Committee considered:

FURTHER REFERRALS: Rules

HB 156
COMMISSION ON AGING

HOUSE BILL NO. 156
"An Act relating to the membership of the Alaska Commission on Aging; and providing for an effective date."

Recommends it be replaced with [ ] HCS o r  ( t'fcs for leSL>________________ ( tZLS> )
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syruW fd y / is jo s
OFFERED IN THE HOUSE BY REPRESENTATIVE COGHILL

TO: HB 16 fauAM

1 Page 1, line 2:

A M E N D M E N T ^  I

2 Following "program s":

3 Delete "and"

4 Insert

5 Following "come;"

6 Insert 'and  to  the effectiveness of d is tr ic t secondary  school

7 b o a rd in g  p ro g ram s;'

8

9 Page 2, following line 17:

10 Insert a new bill section to read:

11 "* Sec. 4. The uncodified law of the State o f Alaska is am ended by adding a new section to

12 read:

13 REPO RT ON SECONDARY CCHOOL BOARDING PROGRAM S. Not later than

14 February 1, 2010, the departm ent shall provide to the governor a report on the effectiveness of

15 the district secondary school boarding program s operated by school districts. The department

16 shall include draft legislation to extend the cost reimbursement under AS 14.16.200 and the

17 student counting method under AS 14.17.905(c) for boarding school programs if the

18 departm ent finds that continuation of the programs is in the best interest of the state. The

19 departm ent shall make the report available to the public and to the legislature."
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WORK DRAFT

24-LS0615M
Mischel

4/6/05

WORK DRAFT

CS F O R  H O U SE B IL L  NO. 156( )

IN THE LEGISLATURE OF THE STATE OF A LASK A

TW ENTY-FOURTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

S ponsors): REPRESENTATIVE HOLM

A B IL L  

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

"A n  A ct re la tin g  to the m em bersh ip  an d  duties o f and  q u o ru m  req u irem en ts  for the 

A laska C om m ission on Aging; an d  prov id ing  fo r an  effective d a te ."

B E IT  E N A C T E D  BY T H E  L E G ISL A T U R E  O F  T H E  STA TE O F  A LA SK A :

* Section 1. AS 47.45.200(a) is am ended to read:

(a) The Alaska Comm ission on Aging is established in the Department of 

Health and Social Services. The members o f  the commission include

(1) the com missioner o f  health and social services or the 

commissioner's designee;

(2) the com missioner o f  commerce, com m unity, and economic 

developm ent or the commissioner's designee;

(3) a sen io r services prov ider, reg a rd less  o f  age [THE 

COM M ISSIONER OF ADM INISTRATION OR THE COM M ISSIONER’S 

DESIGNEE.];

(4) the chair o f  the Alaska Pioneers' Homes A dvisory Board under

-1-
Naw Text underlined [DELETED TEXT BRACKETED]

CSHB 156( )
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AS 44.29.50i); and

(5) seven persons selected on the basis o f  their knowledge and

demo.istrated interest in the concerns o f  older Alaskans, appointed by the governor in 

accordance with (b) o f  this section.

* Sec. 2. AS 47.45.210(b) is amended to read:

(b) The m em ber [MEMBERS] o f  the commission listed in 

AS 47.45.200(aX2) [AND (3)] may not vote on matters before the commission. A 

majority o f  the members o f  the commission listed in AS 47.45.200(a)(1) and  (3) - (5) 

9 [AS 47.45.200(a)(1), (4), AND (5)] constitutes a quorum for conducting business and

10 exercising the powers o f  the commission.

11 * Sec. 3. AS 47.45.240(a) is amended to read:

12 (a) The com m ission shall

13 (1) approve a comprehensive statewide plan that identifies the

14 concerns and needs o f  older Alaskans and, with reference to the approved plan,

15 prepare and submit to the governor and legislature an annual analysis and evaluation

16 o f the services that are provided to older Alaskans;

17 (2) make recommendations directly to the governor and the legislature

18 with respect to legislation, regulations, and appropriations for programs or services

19 that benefit older Alaskans;

20 (3) encourage the development o f  municipal commissions serving

21 older Alaskans and com munity-oriented programs and services for the benefit o f  older

22 Alaskans;

23 |  (4) employ an executive director who serves at the pleasure o f  the

24 I commission;

25 (5) help older Alaskans lead dignified, independent, and useful lives;

26 |  (6) request and receive reports and audits from state agencies and local

27 |  institutions concerned with the conditions and needs o f  older Alaskans;

28 |  (7) w ith the approval o f  the com m issioner o f  health and social

29 |  services, set policy for the administration o f  federal program s subject to state control

30 as provided under 42 U.S.C. 3001 - 3058ee (O lder Am ericans Act), as amended [,

31 AND EVALUATE G RAN T APPLICANTS A ND M AKE GRANT AW ARDS

CSHB 156( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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UNDER THOSE PROGRAMS];

(8) with the approval o f  the commissioner o f  health and social 

services, set policy for the administration o f  state programs as provided under 

AS 47.65 [AND EVALUATE GRANT APPLICANTS AND A W ARD GRANTS 

UNDER THOSE PROGRAMS];

A laska Housing Finance Corporation in administration o f  the senior housing loan 

program under AS 18.56.710 - 18.56.799 and in the performance o f  the office's other 

duties under AS 18.56.700; and

review  and consideration, recommendations concerning the integrated comprehensive 

mental health program for persons who are described in (d) o f  this section and the use 

o f  the money in the mental health oist settlement income account in a manner 

consistent with regulations adopted under AS 47.30 031.

* Sec. 4. This A ct takes effect immediately under AS 01.10.070(c)

(9) give assistance, on request, to the senior housing office in the

(10) provide to the Alaska Mental Health Trust Authority, for its

-3- CSHB 156( )
New Text Underlined [DELETED TEXT BRACKETED]
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A N A L Y S IS : (Attach a separate page if  necessary)

This proposed legislation removes the Commissioner of Administration from the Commission
and instead adds a regular member from the public to the Commission (from 7 to 8). This
change has no fiscal impact on DHSS

Prepared by 

Division

Approved by: 

Agency

Janet Clarke. A ssistant C om m issioner P.tone 465-1630
Finance and M a n a g e m e n t Services D ate/T im e 02 /11 /20 05

Joel S. Gilbertson. C o m m issio n er Date 02 /23 /20 05

D epartm ent o f Health and Social Services

(Rev.«. d 9123/2004 OMBI P a g o  1 o f  1



Representative Jim Holm
Alaska State Legislature

D i s t r i c t  9

Session
Capitol Building, Room 110 
Juneau, AK 99801 
Phone: (907) 465-3466 
Fax: (907) 465-2937

Phone: (907) 456-7423 
Fax:(907) 451-9293

119 N. Cushman St. 
Fairbanks, AK 99701

Interim

2 / 2 8 / 0 5

"An Act relating to the membership of the Alaska Commission on Aging"

The mission of the Alaska Commission on Aging (ACoA) is to ensure dignity 
and independence for Alaska's seniors and to assist them, through programs 
and services funded by the Commission, in leading useful and meaningful 
lives.

In 2003, Executive Order No. 108 transferred the Alaska Commission on 
Aging from the Department of Administration to Health and Social Services.

In 2004, my HB 394 implemented that change and also extended the 
Commission's sunset date from 2004 to 2008. This year, HB 156 makes one 
change to ACoA's membership.

The Commissioner of the Department of Administration has indicated he is 
not able to participate as a member of the ACoA and supports removing 
DOA's seat. At its February 2005 quarterly meeting, the ACoA passed a 
ro tion  requesting that the seat vacated by DOM be filled by "a senior 
services Drovider, regardless of age, and that the provider be a recipient of 
c Division of Senior and Disabilities Services grant under the Senior Grant 
Program." HB 156 simply makes this change, and I urge your support.



Representative Jim Holm
Alaska State Legislature

D is tric t 9

Session
Capitol Building, Room 110 
Juneau, AK 99801 
Phone: (907) 465-3466 
Fax: (907) 465-2937

Interim
119 N. Cushman St. 

Fairbanks, AK 99701 
Phone: (907) 456-7423 

Fax: (907) 451-9293

H B  1 5 6

S e c t i o n a l  A n a l y s i s
3/3/5

"An Act relating to the membership of the Alaska Commission on AcincT

Section 1 Amends existing statute governing members of the Alaska 
Commission on Aging

Removes the Department of Administr ' ion member 

Replaces that seat with a Senior Program grant recipient

Section 2 Makes conforming changes

Section 3 Makes the bill effective immediately upon passage



Representative Jim Hoim
Alaska S ta te  Leg is la tu re

District 9
Session
Capitol Building, Room 110 
Juneau, AK 99801 
Phone: (907)465-3456 
Fax: (907) 465-2937

In t e r im
119 N. Cushman St. 

Fairbanks, AK 99701 
Phone: (907) 456-7423 

Fax: (907) 451-9293

DATE: April 7, 2005

TO: House Rules Committee

FROM: Representative Jim Holm

RE: HB 156, Alaska Commission on Aging

The Alaska Commission on Aging was moved from Department of Administration 
to Department of Health and Social Services by Executive Order 108 in 2003.

In 2005, the Commissioner of Administration indicated he was not able to 
participate as a member of the Commission. HB 156 replaces that seat with a 
public seat filled by a senior service provider.

Our original HES CS, Version Y, stipulated that the senior service provider also be 
a grant reupient under the Senior Grant Program. Even though the Commission 
no longer administers the Senior Grant Program, there was a perceived conflict 
of interest.

Our proposed CS, Version I, removes the requirement that the provider be a 
grant recipient. It also removes two now-obsolete sections of statute giving the 
Commission the duty to "evaluate grant applicants and award grants..."

This makes the bill much "cieaner" and will alleviate any possible perception of a 
conflict of interest.



AGING COMMISSION Page I of 2

Office of Boards and Commissions

State of Alaska

A G IN G  C O M M ISSIO N  

BOARD: Alaska Com m ission on Aging 

BOARD IDENTIFICATION NUM BER: 071 

DEPARTM ENT: Departm ent o f  Health and Social Services 

AUTHORITY: AS 47.45.200 

STATUS: Active 

SUNSET DATE: 6/30/2008

REQUIREM ENTS: No Legislative Confirmation or Financial Disclosure required

PROHIBITIONS: Cannot serve more than two consecutive terms or 8 consecutive years, w hichever is 
longer.

TERM: 4 years

DESCRIPTION: 11 M embers - Seven persons appointed by the Governor based on their knowledge and 
dem onstrated interest in the concerns o f  older Alaskans; plus the chair o f  the Pioneers Homes Advisory 
Board; the com m issioner o f  the Dept, o f  Administration or designee; the com missioner o f  the Dept, o f  
Com m unity and Economic Development or designee; and the com m issions o f  the Dept, o f  Health and 
Social Services or designee. Names o f  persons qualified for and interested in serving will be requested 
from senior citizens' organizations. Appointments shall be made to assure representation o f  low-incom e 
and minorities and rural/urban areas and statewide geographical representation. At least 6 persons 
appointed by the Governor shall be 60 years o f  age or older, 2 o f  whom shall be 65 years o f  age or older. 
Each must be a resident o f  the State o f Alaska. Non-voting members include the Comm issioners or their 
designees o f  the Dept, o f  Comm unity and Ecomonic Development, and the Dept, o f  Health and Social 
Services. Com m ission elects chair.

FUNCTION: Form ulates a comprehensive statewide plan that identifies the concerns and needs o f  older 
A laskans and prepares and submits to the Governor and Legislature an annual analysis and evaluation o f 
the ser/ices that are provided to older Alaskans. Makes recommendations to the G overnor and 
Legislature regarding legislation, regulations, and appropriations for programs or services that benefit 
older Alaskans. Encourages the development o f  programs and services which benefit older Alaskans, 
helping them to lead dignified, independent, and useful lives. Evaluates grant applications and m akes 
grant awards under federal and state programs. Provides to the Alaska Mental Health Trust Authority 
recom mendations concerning the integrated comprehensive mental health program for older Alaskans 
who suffer m ajor mental illness as a result o f  senility (AS 47.30.056(b)(4)).

CHAIR: Comm ission selects.
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SPECIAL FACTS: Serve at he pleasure o f  the Governor. Quorum - majority o f  voting members. 
M eetings: four quarterly meetings per year

COM PENSATION: Standard Travel and Per Diem.

M EETINGS: At call o f  chair or m ajority o f  members; at least 4 times each year.

FOR FURTHER INFORM ATION CONTACT:
Ms. Linda Gohl 

Director 
A laska Commission on Aging 

DHSS, P.O. Box 110693 ‘
Juneau, AK 99811 -0693 

Phone: (907) 465-3250, FAX: (907) 465-1398

Aging Commission Roster

Go to the Aging Commission Home page
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DEPARTMENT OF HEALTH AND 
SOCIAL SERVICES

Alaska Commission on Aging

S T A T E  O F  A L A S K A FRANK H. MURKOWSKI 
GOVERNOR

P.O. BOX 110*93

JUNEAU. ALASKA 99811-0693 
PHONE: (907) 465-3250 

FAX: (907) 465-1398

Mai-ch 3,2005

The Honorable Representative Jim Holm 
State Capitol, Room 513 
Juneau, AK 99811

Re: HB 156, Change to ACoA M embership 

Dear Representative Holm:

On behalf o f  the ACoA, thank you very much for your willingness to sponsor Legislation that 
would change the membership o f the ACoA. Initially, the ACoA requested that legislation 
be introduced that would change the Department o f  Administration (DOA) seat to a public 
member seat. However, the ACoA took action during its meeting on February 24th to 
request an amendment to HB 156 that replaces the DOA membership with a senior services 
provider. The motion as stated below passed by unanimous consent:

That HB 156 be amended, so that one ACoA member be a senior services provider 
regardless o f  age, and that the provider be a recipient o f  a Division o f Senior and 
Disabilities Services grant.

The ACoA took this action after reconsidering a request from AGENET, an advocacy 
organization o f  senior services agencies. AGENET has emphasized that other boards 
representing individuals with disabilities, mental illness, or who have chemical dependencies, 
have at least one service provider seat on their board or council.

Adding a provider seat to the ACoA would not cause a conflict o f interest if  the provider 
applied for a senior services grant. AS 47.45.240(a)(7) requires the Commissioner of the 
Department o f  Health &  Social Service’s approval to allow the ACoA grant evaluation and 
awa^d responsibilities, and that authority is not delegated to the ACoA. 1 hese grant process 
functions remain within the department, and only the DHSS Commissioner or his designee 
approves grant awards.

Also, I have contacted Ray Matiashowski, Commissioner o f  the Department o f 
Administration (DOA) and have asked that he send you a letter o f  support for passage o f  HB 
156. Mr. Matiashowski has indicated in the past that he would support legislation that 
removes the Department o f  Administration on the ACoA.



On behalf o f  the ACoA, thank you for introducing HB 156 and considering this request to 
amend HB 156. Please feel free to contact ine at 465-4879 if  you need any other information. 
Also, once the bill is scheduled for a Committee hearing, I would be happy to testify on 
behalf o f the Commission, as well as enlist the support o f  AGENET members to testify.

Thank you for your continued support o f the Commission’s activities and issues impacting 
older Alaskans.

Sincerely,

Linda Gohl 
Executive Director
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CS FOR H OUSE B IL L  NO. 197( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): HOUSE SPECIAL COMMITTEE ON OIL AND GAS

m o u e '

A BILL

FOR AN A C T ENTITL ED 

"A n Act exem pting  certa in  n a tu ra l gas exp loration  and  production  facilities from oil 

discharge p reven tion  and  contingency p lans and  p roo f o f financial responsibility , and 

am ending the pow ers and  duties o f the A laska Oil and Gas C onservation Commission 

vith respect to those p lans; and  providing fo r an  effective date ."

3E IT  EN A C TED  BY T H E  LEG ISLA TU R E OF T H E  STA TE O F ALASKA:

* Section 1. AS 31.05.030 is amended by adding a new subsection to read:

(/) For purposes o f AS 46.04.050(c) and upon application by the operator, the 

com m ission shall evaluate the likelihood that a well at a natural gas exploration 

facility may penetrate a formation capable o f  flowing oil to the ground surface and 

issue a determination based on results o f  the evaluation. If the commission determines 

that evidence obtained through the evaluation demonstrates with reasonable certainty 

that a well will not penetrate a formation capable o f  flowing oil to the ground surface, 

it shall report its determination to the Department o f  Environmental Conservation. In 

this subsection,

-1-
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(1) "natural gas exploration facility" has the meaning given in 

AS 46.04.050(c);

(2) "oil" has the meaning given in AS 46.04.050(c).

* Sec. 2. AS 46.04.030(b) is amended to read:

(b) A person may not cause or permit the operation o f  a pipeline or an 

exploration or production facility in the state unless an oil discharge prevention and 

contingency plan for the pipeline or facility has been approved by the department and 

the person is in compliance with the plan. [THIS SUBSECTION DOES NOT ’PLY 

TO AN EXPLORATION OR PRODUCTION FACILITY USED SOLELY TO 

EXPLORE FOR OR TO DEVELOP OR PRODUCE NONCONVENTIONAL GAS 

RESOURCES, EXCEPT THAT THIS EXEMPTION DOES NOT APPLY IF THE 

ALASKA OIL AND GAS CONSERVATION COM M ISSION DETERMINES 

UNDER AS 31.OS.O3O0) THAT

(1) A WELL DRILLED FOR NONCONVENTIONAL GAS MAY 

PENETRATE A FORMATION CAPABLE OF FLOWING OIL; AND

(2) THE VOLUME OF OIL ENCOUNTERED WILL BE OF SUCH 

QUANTITIES THAT A CONTINGENCY PLAN WILL BE REQUIRED.]

* Sec. 3. AS 46.04.040(b) is amended to read:

(b) A person may not cause or permit the operation o f  a pipeline or an 

exploration or production facility in the state unless the person has furnished to the 

department, and the department has approved, proof o f  financial ability to respond in 

damages. Proof o f financial responsibility required for

(1) a pipeline or an offshore exploration or production facility is 

$50,000,000 per incident;

(2) an onshore production facility is

(A) $20,000,000 per incident if  the facility produces over

10,000 barrels per day o f  oil;

(B) $10,000,000 per incident if  the facility produces over 5,000 

barrels per day but not more than 10,000 barrels per day o f  oil;

(C) $5,000,000 per incident if  the facility produces over 2,500 

barrel: per day but not more than 5,000 barrels per day o f  oil;

CSHB 197( ) -2-
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(D) $1,000,000 per incident if the facility produces 2,500

barrels per day or less of oil;

(3) an onshore exploration facility is

[(A) $25,000 PER INCIDENT FOR A FACILITY USED 

SOLELY TO EXPLORE FOR NONCONVFNTIONAL GAS BY MEANS 

OF DRILLING A WELL TO EXPLORE FOR THE GAS; AND

(B) EXCEPT AS PROVIDED BY (A) OF THIS 

PARAGRAPH,] $1,000,000 per incident.

* Sec. 4. AS 46.04.050(b) is amended to read:

(b) The provisions o f AS 46.04.030 and 46.04.040 do not apply to a natural 

gas production facility and a natural gas terminal facility; for purposes of this 

subsection* [THE TERMS] "natural gas production facility" and "natural gas terminal 

facility"

[(1)] mean a platform, facility, or structure that, except for storage of 

refined petroleum  p roducts  in a quantity  th a t does not exceed 10.000 barre ls, is

used solely for the production, compression, storage, or transport o f natural gas [;

(2) DO NOT INCLUDE A PLATFORM, FACILITY, OR 

STRUCTURE THAT PRODUCES, STORES, OR TRANSPORTS NATURAL GAS 

IN COMBINATION WITH OIL].

* Sec. 5. AS 46.04.050 is amended by adding a new subsection to read:

(c) The provisions of AS 46.04.030 and 46.04.040 do not apply to a natural 

gas exploration facility if the Alaska Oil and Gas Conservation Commission has 

determined under AS 31.05.030(/) that evidence obtained through evaluation 

demonstrates with reasonable certainty that all of the wells at a natural gas exploration 

facility will not penetrate a formation capable o f flowing oil to the ground surface. If 

the drilling o f a well at an exploration facility exempted under this subsection does 

penetrate a formation capable of flowing oil to the surface, the owner or operator shall 

submit an oil discharge prevention and contingency plan and proof of financia' 

responsibility to the department to meet the requirements o f AS 46.04.030 and 

46.04.040. For purposes o f this subsection, "natural gas exploration facility" means a 

platform, facility, or structure that, except for storage of refined petroleum products in

-3-
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1

2

3

4

a quantity that does not exceed 10,000 barrels, is used solely for the exploration for 

natural gas.

* Sec. 6. AS 31.05.030(j)(2)(C) and AS 46.04.900(10) are repealed.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
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FISCAL NOTE
STATE OF ALASKA Fiscal Note Number 1_______
200 5  LEGISLATIVE SESSION Bill Version: H B 197

(H) Publish Date: 3/16/05

R e v is io n  D a t e /T im e  (N o te  if  c o rre c tio n ):____________________________ Dept. A ffe c te d ______________ E nviron m en tal C o nserva tion

T itle  R elate d  to oil discharge prevention anti co ntingency R D U  Spill P reve ntio n  and R e sp o n se____________

plans for certain naturai gas exploration facilities C o m p o n e n t Industry P reparedness and_________________

S p o n so r H o u se  O il & G a s  C o m m ittee___________________________  P ipeline  O perations__________________________

R e q u e ste r H o u se  O il & G a s  C o m m ittee___________________________ C o m p o n e n t N o. 1922

E x p e n d i t u r e s / R e v e n u e s ________________________________(Thousands of Dollars)
Note: A m o u n ts do not include inflation u nle ss otherw ise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2006 F Y  2 0 07 F Y  2008 F Y  2 0 09 F Y  2010 F Y  2011

P e rso n a l Services 

Travel 

Contractual 

S up p lie s 

E quipm en t 

L a n d  & Structures 

G ran ts & C la im s 

M iscellan eou s

0.0 0 .0 0.0 0.0 0.0 0.0

0 .0 0 .0 0 0 0 .0 C. 0 .0

0.0 0.0 0.0 0 .0 0.0 0.0

0.0 0.0 0 0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0 .0 0 .0

0.0 0 .0 0 .0 0 .0 0.0 0.0

0 .0 0.0 0.0 0 .0 0.0 0 .0

0.0 0.0 0.0 0.0 0.0 0 .0

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

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

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

F U N D  S O U R C E ____________________________    (T h o u s a n d s  o f Dollars)

1002 Federal R eceipts

1003 G F  M atch

1004 G F

1005 G F /P ro g ra m  R eceipts 

1037 G F /M e n ta l H ealth

O th e r (Specify T yp e -D o  not abbreviate)

0.0 0.0 0.0 0.0 0 .0 0.0

0.0 0.0 0.0 0.0 0 0 0.0

0 0 0 0 0.0 0 .0 0.0 0 0

0.0 0 0 0 .0 0.0 0.0 0 0

0 0 0.0 0.0 0.0 0.0 0.0

0.0 0 .0 0 0 0.0 0.0 0.0

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f a n y  c u rre n t y e a r  (F Y 2 0 0 5 ) c o s t: 0.0

M a rk  th is  b o x  (X ) if  fu n d in g  fo r  th is  b ill is  in c lu d e d  in  th e  G o v e r n o r 's  F Y  2 0 06 b u d g e t p ro p o s a l: I I

P O S IT IO N S

F u ll-tim e 0 0 0 0 0 0

P art-tim e 0 0 0 0 0 0

Tem porary 0 0 0 0 0 0

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

This bill will not have a financial impact on the department. It clarifies DEC'S authority to exempt natural 
gas exploration wells (that do not pose a threat of an oil spill) from contingency plan and proof of financial 
responsibility requirements. It corrects an unintended cons^ tuence of HB531 passed in May. 2004, which, 
in part, narrowed the scope of that exemption from the pre-existing broad exemption for all shallow natural 
gas facilities, to a narrower exemption for "nonconventional gas" wells, defined as strictly "coal bed" 
methane, gas contained in shales or gas hydrates". This bill repeals the "nonconventional gas" definition in 
applicable DEC contingency plan statutes AS 46.04.030(b) and 040(b)(3)(A) and replaces it with broader 
exemption language restated in AS 46.04.050(c) "for those natural gas exploration wells the AOGCC 
determines will not penetrate a formation capable of flowing oil to the ground surface."

Prepared by: Larry Dietrick, Director___________________________________________________ P h o n e  4 6 5 -5 2 5 0

D ivis ion  Spill P reventio n  and R esp o n se  D a te /T im e  3 /1 4 /0 5  3 :4 3  P M

A pproved by: Kurt Fredriksson, Acting C o m m issio ner________________________________________ D a te _____________________

A g e n c y D ep artm ent o f Environm ental C onservation ___________________________
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A L A S K A  S T A T E  L E G IS L A T U R E

Interim:
600 East Railroad Avenue 
Wasilla, Alaska 99654 
(907)373-1842 
F a x  (907) 373-4729

Session-
State Capitol Building 

Juneau, Alaska 99801-1182 
(907) 465-2186 

F a x  (907)465-3818

REPRESENTATIVE VIC ICOHRING
DISTRICT 14

H o u s e  B i l l  1 9 7  

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

H ouse Bill 197 clarifies the D epartm ent of E nvironm ental 
C onservation’s (DEC) au tho rity  to exem pt gas exploration wells and  
p roduction  facilities frcm  o il d i s c h a r g e  p r e v e n t io n  a n d  c o n t in g e n c y  p l a n s  

(“C-Plans"). The legislation also  rem oves the  in d u stry ’s  b u rd en  of 
financial responsib ility  required  of wells th a t do not pose a n  oil spill 
th rea t.

HB 197 fixes the  un in tended  consequences of las t y ear’s  HB 531. 
T h at legislation, in  part, lim ited previous exem ptions for gas exploration 
an d  p roduction  facilities for all shallow  n a tu ra l gas facilities to a  narrow  
exem ption for “n o n  conventional gas wells." The problem  IIB 197 seeks 
to correct re la tes to the  new definition of “non conventional gas." w hich 
HB 531 defined a s  “coal bed m ethane, gas con tained  in  sh a les  or gas 
hydrates."

B enefits of HB 197 include perm itting  DEC to focus its resources 
on the review of C -P lans and  proof of financial responsibility  for those 
gas exploration facilities th a t could potentially in cu r an  oil spill. It also 
gives DEC au th o rity  to conduct inspections the Legislature directed w hen 
it changed  th e  c o n t in g e n c y  p l a n  r e v i e w  r e n e w a l  r e q u ir e m e n t  from th ree  to 
five years. In addition , the  bill relieves in d u stry  from u n n ecessa ry  
financial costs assoc ia ted  w ith preparing  an d  im plem enting oil spill 
contingency p lan s for gas exploration facilities w here no th re a t of an  oil 
release spill exists. Lastly. HB 197 relieves in d u stry  from th e  costs 
involving dem o n stra tin g  proof of financial responsibility  in  response  to oil 
spills a t  gas exploration facilities, w here no th rea t of spills exist.

E-Mail: Representative_Vic_Kohnng(5)legis.state.ak.us • Toll Fret During SessionYear Round: (3 0 0 ) 4 6 8  2186
WebsiIt www akrtfiublicitni.org/kohring/
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SU B JE C T : Draft CSHB i97 ( ) -- sectional inalysis 
(Work OrH'*»- Hr, oa. i snAAdwi

1 0 : Representative Vic

FR O M : Jack ChenotftethfJ 
Assistant Rsyjsor

The bill draft revises various statutes setting parameters for oil discharge prevention and 
contingency planning and proof o f Financial responsibility for natural gas exploration and 
production facilities. It also spells out in greater detail the role assigned in current law to 
the Alaska Oil and Gas Conservation Commission in determining whether a facility may 
be exempt from the oil discharge prevention and contingency planning and proof of 
financial responsibility requirements.

O il  d i s c h a r g e  p r e v e n t i o n  a n d  c o n t i n g e n c y  p l a n n i n g  --

Under current AS 46.04.030(b), "[a] person may not cause or permit the operation of a 
pipeline or an exploration or production facility in the state unless an oil discharge 
prevention and contingency plan for the pipeline or facility has been approved by the 
department and the person is in compliance with the plan." The language of the 
subsection goes on to set out an exemption for a facility that is "used solely to explore for 
or to develop or produce nonconventional natural gas resources," that is, to explore for 
and develop gas resources from coal bed methane, gas contained in shales, and gas 
hydrates. However, under current law, this nonconventional gas exemption does not 
apply if the Alaska Oil and Gas Conservation Commission determines that a well drilled 
for nonconventional gas may penetrate a formation capable of flowing oil and the volume 
of oil encountered will be of such quantities that a contingency plan will be required.

The amendment made by the draft’s bill section 2 eliminates the exemption and the 
exception to the exemption that appear in existing AS 46.04.030(b). A revised and 
expanded exemption covering recovery of natural gas without regard to source is set out 
in the new language o f AS 46.04.050(c), added by bill section 5.

♦



P r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  --

Under AS 46.04.040(b), "[a] person may not cause or permit the operation of a pipeline 
or an exploration or production facility in the state unless the person has furnished 'o  the 
department, and the dep^nment has approved, proof of financial ability to respond in 
damages." The subsection goes on to set the proof of financial responsibility that must be 
demonstrated. For onshore facilities concerned with natural gas recovery, 
AS 46.04.040(b)(3) draws a distinction between nonconventional gas exploration -  the 
proof required is set at $25,000 per incident -- and gas exploration from other than 
nonconventional gas sources -  the proof required is set at $1,000,000 per incident.

The amendment proposed by bill section 3 eliminates the distinction and extends the 
$1,000,000 per incident standard to cover onshore facilities concerned with natural gas 
recovery from nonconventional gas sources. However, under the language added as 
AS 46.04.050(c) by bill section 5, certain natural gas exploration facilities may be exempt 
from proof of financial responsibility requirements.

*

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

PROOF OF FINANCIAL RESPONSIBILITY EXEMPTIONS FOR CERTAIN NATURAL GAS 

PRODUCTION  AND TER M IN A L  FACILITIES -

Existing AS 46.04.050 sets out several exemptions from the oil discharge prevention and 
contingency planning and proof of financial responsibility requirements of AS 46.04.030 
and 46.04.040. AS 46.04.050(b) currently exempts "a natural gas production facility and 
a natural gas terminal facility." The subsection supplies definitions for those terms, 
limiting them to "a platform, facility, or structure that is used solely for the production, 
compression, storage, or transport of natural gas," and making the exemption inoperable 
if "a platform, facility, or structure . . . produces, stores, or transports natural gar in 
combination with oil.”

The amendments proposed in bill section 4 modify the language of AS 46.04.050(b) so 
that the exemption would operate as to a (natural gas production or terminal] platform, 
facility, or structure that "is used solely for production, compression, storage, or 
transportation] of natural gas." With the amendment, the facility would be permitted to 
store a reasonable quantity of refined petrolc. m products on site without foregoing the 
exemption.

*

A p p l i c a t i o n  o f  t h e  o i l  d is c h a r g e  p r e v e n t i o n  a n d  c o n t in g e n c y  p l a n n in g  a n d

PROOF OF FINANCIAL RESPONSIBILITY EXEMPTIONS FOR CERTAIN NATURAL GAS 
EX PLO RATIO N  FACILITIES --

Representative Vic Kohring
April 5, 2005
Page 2



Bill section 5 is the bill's key provision. It is included by way of a replacement and 
expansion o f the exemption described earlier in the material deleted by the amendment to 
AS 46.04.030(b) made in bill section 2. The amendment carries forward the idea, now 
applicable only to natural gas exploration facilities used to explore for nonconventional 
gas, that these facilities are to be exempt from the oil discharge prevention and 
contingency planning and proof of financial responsibility requirements o f AS 46.04 
unless the Alaska Oil and Gas Conservation Commission determines that there is a 
reasonable probability that the gas well "will not penetrate a formation capable of flowing 
oil to the ground surface." As the exemption is proposed to be revised and set out in bill 
section 5, it applies broadly to all gas exploration facilities -- not just those concerned 
with recovery of natural gas from nonconventional sources -  and supplies a definition for 
"natural gas exploration facility" that follows distinctions drawn in a S 46.04.050(b) that I 
discuss in the preceding paragraph of this memo.

*

R e s p o n s i b i l i t i e s  o f  t h e  A l a s k a  O il  a n d  G a s  C o n s e r v a t io n  C o m m i s s i o n  -

The material added by bill section 5 refers to an obligation of the AOGCC to make a 
determination as to activities involving operation of a natural gas exploration facility. 
The AOGCC’s duties are more specifically spelled out in the material added by bill 
section 1. The material added appears unexceptional and largely replaces the material 
proposed to be deleted in the amended language set out in bill section 2 and in the 
material in AS 31.05.030(j)(2)(C), shown in the repealer.

*

R e p e a l e r s  ~

The provisions proposed for repeal in bill section 6 include AS 31.05.030(j)(2)(C). This 
subparagraph currently addresses the duties o f the Alaska Oil and Gas Conservation 
Commission:

(j) For exploration and development operations involving 
nonconventional gas, the [Alaska Oil and Gas Conservation] commission

(2) shall

(C) for the purposes of AS 46.04.030(b), determine 
whether a well dnlled for nonconventional gas may penetrate a 
formation capable for flowing oil and, if so, whether the volume of 
oil encountered will be of such quantities that an oil discharge 
prevention and contingency plan will be required; . . . .

Representative Vic Kohring
ApnJ 5, Tr05
Page 3



These concepts appear in material added by bill sections 1 and 5, so their retention here is 
not warranted.

Proposed also for repeal is AS 46.04.900(10), the definition of "nonconventional gas." 
With the other changes proposed in the measure, the distinction that limits application of 
certain current provisions to facilities concerned with recovery of gas from 
"nonconve onal" sources is replaced bv material that applies to all natural gas recovery. 
The definition thus becomes obsolete and can be omitted.

Representative Vic Kohring
April 5, 2005
Page 4

Bill section 7 gives the measure an im mediate effective date.

JBC:lmb
05-106.1mb

■
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March 14,2005

The Honorable Victor Kohring
Chair. House Special Committee on Oil and Gas
State Capitol
Juneau. Alaska 99801

Re. Letter of Support Concerning House Bill No. 197

Dear Representative Kohring:

The Alaska Oil and Gas Conservation Commission (“Commission”) supports House Dill No. 197 
(“HB 197”), which amends the If vs regarding oil discharge prevention and contingency plans and 
proof of financial responsibility (“C-plans”) to allow better use of geologic Information and 
understanding in determining the need for such plans.

Under current law, a C-plan is required for wells drilled to explore for or produce oil. On the other hand, 
a C-plan is not required for wells drilled to produce only gas. The treatment of wells drilled to explore for 
gas has a complicated history. Previously, wells drilled for shallow gas were exempted from the C-plan 
requirement. In 2004, however, HB 531 changed the language fVom “shallow” gas to “nonconventional” 
gas. In practical terms, this means that wells drilled to explore for coalbed methane quality for 
exemption, but wells drilled to explore for other shallow gas are generally not entitled to exemption. In 
the Commission’s view, there is a mismatch between the current scope of the C-plan exemption and the 
facts of Alaska’s geology.
What the Commission has learned over the years is that drilling in many areas of the state poses 
essentially no risk of an oil spill. These areas have thick geologic sections containing both conventional 
and nonconventional gas reservoirs, but have very little potential for the existence of zones capable of 
flowing liquid hydrocarbons. Requiring a C-plan for wells drilled in these circumstances adds cost and 
delay to gas exploration without providing increased protection to the environment..

HB 197 corrects the inadequacies in current law by providing for a case-by-case geological evaluation of 
wells drilled to explore for gas -  whether shallow or deep, nonconventional or conventional. Under this 
bill, a well drilled to explore tor gas would qualify for a C-plan exemption if, but only if, the Commission 
determines that evidence demonsti \tes with reasonable certainty that the well will not penetrate a 
formation capable of flowing oil to the ground surface. The approach of HB 197 is to base C-plan 
exemption decisions on application of the Commission’s geologic expertise to the specific facts of a 
proposed exploration project. The Commission believes this is exactly the right approach.

Thank you for your attention.

Daniel T. Seamount, Jr.
Commissioner



Union Oil Company of California 
9C9 West 9th Avenue. PO. Box 196247 
Anchorage Alaska 99519-6247 
Telephone (907) 276-7600 
Fax (907) 263-7698

UNOCAL®

K e v in  A . Tabler, M a n a g e r
Land/Govemmenl Affairs

March 11,2003

Representative Vic Kohring 
State o f Alaska Legislature 
Room 24, State Capitol 
Juneau. Alaska 99801-1182

Re: Support for HB 197

Representative Kohring:

Union Oil Company of California was delighted to see the introduction ot I IB 197 to 
clean up the effect o f HB531 (2003 legislation) which created the unintended 
consequence o f elimination o f the exemption for oil spill contingency plans for 
exploration and production facilities used solely to explore, develop or produce shallow 
natural gas. Our review of the proposed legislation concludes that MB 197 clears up the 
unintentional change caused by implementation o f HB 5 3 1 and supports your ettorts.

Thank you for taking the initiative to tlx this problem.

Sincerely,

Kevin A. Tabler



HB 1 97  - S e c tio n a l A na ly sis

HB 197 clarifies DEC’s  au tho rity  to exem pt n a tu ra l gas exploration wells 
th a t do not pose a  th re a t of a n  oil spill from th e  contingency p lan  an d  
proof o f financial responsibility  requ irem ents. HB 197coirects an  
un in tended  consequence  of HB 531, adopted in  May 2004, th a t narrow ed 
of one of the  exem ptions for n a tu ra l gas exploration and  production  
facilities from a b road  exem ption for all shallow  n a tu ra l gas facilities to a 
naiTow exem ption for nonconventional gas wells. The 2004  legislation 
defined “nonconventional gas" as only “coal bed m ethane, gas con tained  
in sh a les  or gas hydrates."

HB 197 repeals the  “nonconventional gas" provisions in AS 46.04.030(b) 
and  AS 46.04.040(b)(3)(A) an d  replaces them  w ith a  b roader exem ption in 
AS 46.04.050(c). The new exem ption would be for all n a tu ra l gas 
exploration wells th a t  the  A laska Oil and  G as C onservation C om m ission 
(AOGCC) determ ines th a t  “evidence dem onstra tes w ith reasonable  
certain ty  . . . will no t p en e tra te  a form ation capable of flowing oil to the  
ground su rface .”

Section 1. C reates a  new  au thoriza tion  in AS 31.05.030(1) for the  AOGCC 
to evaluate  the likelihood th a t a  well a t a  n a tu ra l gas exploration facility 
m ay p en e tra te  a form ation capable of flowing oil to th e  g round  surface. If 
the com m ission determ ines th a t evidence dem o n stra tes  w ith reasonab le  
certain ty  th a t a  well a t a  n a tu ra l gas exploration facility will not 
penetra te  a form ation capable  of flowing oil to the  g round  surface, it shall 
report its  determ ination  to DEC. Section 6 repeals the  2004  language 
au thorizing  AOGCC to m ake exception dete rm ina tions for 
nonconventional gas wells since th a t  au tho rity  is replaced by the  new 
au tho rity  in section  1 (AS 31.05.030(1)).

Section 2. Repeals the  existing c-p lan  exem ption for nonconventional gas 
wells an d  replaces it w ith a b roader exem ption in section 5 b ;r c reating  a 
new subsec tion  (c) in AS 46 .04 .050  (exemptions).

Section 3. Repeals the  $25 ,000  financial responsibility  requ irem ent for 
nonconventional gas onshore  exploration facilities. N atural gas facilities 
would only be required to have financial responsib ility  u n d e r AS 
46 .04 .040  if the  wells could p en e tra te  a form ation capable  of flowing oil 
to the surface. At w hich point, they would be required  to have $1 million 
in financial responsib ility  as a n  onshore  oil exploration facility.

Section 4. Clarifies the existing exem ption for "natu ra l gas p roduction  
facilities" and  "natu ra l gas term inal facilities." M akes clear th a t the 
exem ption is not lost u n less  the  facility produces, s to res or tran sp o rts  
n a tu ra l gas in  com bination  w ith c rude  oil or the  facility would qualify as



a n  oil te rm ina l facility w ith storage capacity  above 5 ,000  b a rre ls  of c rude  
oil or 10,000 barre ls  of n oncrude  oil.

Section 5. A \ ew su b sec tio n  to the c-plan and  financial responsib ility  
exem ptions wc ild exem pt a  n a tu ra l gas exploration facility if the  AOGCC 
determ ines u n d e r AS 31.05.030(1) th a t evidence obtained  th rough  
evaluation  d em o n stra te s  w ith reasonable certa in ty  th a t all of the  
exploration wells a t  the  facility will no t p en e tra te  a form ation capable of 
flowing oil to the g round  surface. If the AOGCC can n o t m ake th a t 
de te rm ina tion  for all of the  wells a t the  exploration facility, the  facility 
would n o t be exem pted. Similarly, if the drilling of a  well does p en e tra te  
su ch  a  form ation a  c-p lan  and  financial responsib ility  would be required.

A new su b sec tio n  (c) is added  to define the  term  "natu ra l g as  exploration 
facility" w ith sim ilar exceptions to the  exem ption if the  facility explores, 
p roduces, s to res o r tran sp o rts  n a tu ra l gas in com bination  w ith crude  oil 
or if it qualifies as a  regulated oil term inal facility.

Section 6. Repeals the  AOGCC nonconventional gas finding provision 
th a t is rep laced  by new AS 31.05.030(1) and  rem oves the definition of 
nonconventional gas from AS 46 .04 .900  since it is no longer u sed  in 
C hap ter 4  of Title 46.



OVERVIEW DOCUMENT 
Natural Gas Facility Exemption from 
DEC Contingency Plan Requirements

This bill clarifies DEC’s authority to exempt natural gas exploration wells -  that do not 
pose a threat o f  an oil spill -  from contingency plan and proof o f  financial responsibility 
requirements. It corrects an unintended consequence o f  HB 531, which passed the 
Legislature in May, 2004. That bill, in part, narrowed the scope o fan  exemption (for 
natural gas exploration and production facilities) from the preexisting broad exemption 
for all shallow natural gas facilities, to a narrow exem ption for ‘nonconventional gas’ 
wells. The problem stems from the HB 531 definition o f  “nonconventional gas’ as 
strictly, “coal bed methane, gas contained in shales or gas hydrates."

Benefits o f the Legislation.

• Allows DEC to focus its resources on the review o f  c-plans and proof o f  financial 
responsibility for those natural gas exploration facilities that could potentially 
threaten the environment with oil spills; and

• Ensures that DEC can conduct the additional inspections and drills that the 
Legislature envisioned would be performed when it changed the contingency plan 
review renewal requirement from three to five years;

• Relieves industry from the unnecessary financial costs and schedule impacts o f 
preparing and implementing oil spill contingency plans for natural gas exploration 
facilities where there is not a threat o f  an oil release from the well; and

• Relieves industry from the unnecessary cost o f  dem onstrating proof o f  financial 
responsibility (i.e. insurance, bonds or letters o f  credit) to respond to oil spills at 
natural gas exploration facilities where there is not a threat o f  an oil release from the 
well.

The “ fix” proposed through this bill repeals the “nonconventional gas" provisions in 
applicable DEC contingency plan and financial responsibility statutes -- AS 46.04.030(b) 
and .040(b)(3)(A) -- and replaces them with broader exemption language restated in 
AS 46.04.050(c) for those natural gas exploration wells that the AOGCC determines the 
evidence “demonstrates with reasonable certainty . . .  will not penetrate a formation 
capable o f  flowing oil to the ground surface.”

DEC has used its existing authority in AS 46.04.050(b) for natural gas production wells 
to exempt natural gas exploration wells where there is sufficient geological information 
to determine that the wells will not penetrate a formation capable o f  flowing oil to the 
surface. In consultation with AOGCC, DEC has determined such wells to be natural gas 
production facilities under .050(b) even if  sufficient information is unavailable to 
quantify their commercial potential as development wells. This bill would clarify D EC ’s 
existing exemption authority in AS 46.04.050(b) by exempting all natural gas exploration 
wells that are not capable o f  causing an oil spill from the c-plan and financial 
responsibility requirements. Sec. 5.

p jto in l  Z)e c *



Sec. 46.04.900. Definitions.

Statute text
In this chapter, unless the context requires otherwise,
(1) "barrel" is a measure o f capacity equal to the space occupied by 42 U.S. gallons at 60 degrees 
Fahrenheit;
(2) "catastrophic oil discharge" means an oil discharge in excess of 100,000 barrels, or any other 
discharge which the governor determines presents a grave and substantial threat to the economy 
or environm ent of the state;
(3) "Clean W ater Act" means the Federal W ater Follution Control Act of 1972 (P.L. 92-500), as 
am ended by the Clean W ater Act o f 1977 (P.L. 95-217), as amended (33 U.S.C. 1251 - 1376);
(4) "commissioner" means the commissioner of environmental conservation;
(5) "containment and cleanup" includes all direct and indirect efforts associated with the 
prevention, abatement, containment, or removal of a pollutant, and the restoration of the 
environm ent to its form er state; when applied to expenses, the term includes the additional costs 
o f providing a reasonable and appropriate function or service incurred in response to the 
discharge of a pollutant, including administrative expenses for the incremental costs of providing 
the function o r service;
(6) "department" means the Department o f Environmental Conservation;
(7) "discharge" means spilling, leaking, pumping, pouring, emitting, emptying, or dumping;
(8) "exploration facility" means a platform, vessel, or other facility used to explore for 
hydrocarbons in or on the waters o f the state or in or on land in the state; the term does not 
include platforms or vessels used for stratigraphic drilling or other operations that are not 
authorized or intended to drill to a producing formation;
(9) " n a tu ra l gas"
(A) m eans a h y d ro carb o n  th a t a t  70 degrees F ah ren h e it an d  a tm ospheric  p ressure is in a 
gaseous state;
(B) includes liquefied n a tu ra l gas o r o th e r form  of n a tu ra l gas th a t has been converted to a 
iiqu id  s ta te  by p ressu re  o r  cooling tha t a t  70 degrees F ah ren h e it and  atm ospheric  p ressu re  
rev erts  to a gaseous sta te ; (em phasis added)
(10) "nonconventional gas" has the meaning given in AS 38.05.965.
(11) "nonpersistent product" has the meaning given to "non-persistent or Group I oil" in 33 
C.F.R. 155.1020;
(12) "nontank vessel" means a self-propelled watercraft of more than 400 gross registered tons; 
in this paragraph, "watercraft" includes commercial fishing vessels, commercial fish processor 
vessels, passenger vessels, and cargo vessels, but does not include a tank vessel, oil barge, or 
public vessel;
(13) "o il"  m eans oil o f any kind an d  in any  form , w h eth er crude, refined, o r a  petro leum  
by -p roduct, includ ing  bu t no t lim ited to petro leum , fuel oil, gasoline, lubricating  oils, oily 
sludge, oil refuse, oil m ixed w ith o th e r w astes, crude oils, liquefied n a tu ra l gas, p ropane, 
b u tan e , o r  o th e r  liqu id  hydrocarbons regard less of specific gravity ; (em phasis added)
(14) "oil barge" means a vessel which is not self-propelled ana which is constructed or converted 
to carry oil as cargo in bulk;
(15) "oil terminal facility" means an onshore or offshore facility of any kind, and related 
appurtenances, including but not limited to a deepwater port, bulk storage facility, or marina, 
located in, on, or under the surface of the land or waters o f the state, including tide and



submerged land, that is used for the purpose of transferring, processing, refining, or storing oil; a 
vessel, other than a nontank vessel, is considered an oil terminal facility only when it is used to 
make a ship-to-ship transfer of oil, and when it is traveling between the place of the ship-to-ship 
transfer of oil and an oil terminal facility;
(16) "operator" means the person who, through contract, lease, sublease, or otherwise, exerts 
general supervision and control o f activities at the facility; the term includes, by way of example 
and not limitation, a prime or general contractor, the m aster o f a vessel and the master's 
em ployer, or any other person who, personally o r through an agent or contractor, undertakes the 
general functioning o f the facility;
(17) "persistent product" has the meaning given to "persistent oil" in 33 C.F.R. 155.1020;
(18) "person" means an individual, public or private corporation, political subdivision, 
government agency, municipality, industry, partnership, association, firm, trust, estate, or any 
other entity;
(19) "pipeline" means the facilities, including piping, compressors, pump stations, and storage 
tanks, used to transport crude oil and associated hydrocarbons between production facilities or 
from  one or more production facilities to marine vessels;
(20) "production facility" means a drilling rig, drill site, flow station, gathering center, pump 
station, storage tank, well, and related appurtenances on other facilities to produce, gather, clean, 
dehydrate, condition, or store crude oil and associated hydrocarbons in or on the water of the 
state or on land in the state, and gathering and flow lines used to transport crude oil and 
associated hydrocarbons to the inlet of a pipeline system for delivery to a marine facility, 
refinery, or other production facility;
(21) "public vessel” means a vessel that is operated by and is either owned or bareboat chartered 
by the United States, a state or a political subdivision o f  that state, or a foreign nation, except 
when the vessel is engaged in commerce;
(22) "railroad tank car" means rolling stock used to transport oil in bulk as cargo by rail;
(23) "response action" means an action taken to respond to a release or threatened release of oil, 
including mitigation, cleanup, or removal;
(24) "self-propelled" means propelled either by machinery aboard the vessel, or by a tug or other 
vessel secured into the cargo-carrying vessel through special hull design;
(25) "service" means a function performed or service provided by the state, including functions 
not previously performed and services not previously provided by the state;
(26) "tank vessel" means a self-propelled waterborne vessel that is constructed or converted to 
carry liquid bulk cargo in tanks and includes tankers, tankships, and combination carriers when 
carrying oil; the term does not include vessels carrying oil in drums, barrels, or other packages, 
o r vessels carrying oil as fuel or stores for that vessel;
(27) "train" means connected rolling stock operated as a single moving vehicle on rails; for 
purposes of this paragraph, "connected rolling stock" includes railroad tank cars.
(28) "vessel" includes tank vessels, oil barges, and nontank vessels;
(29) "village" means a place within the unorganized borough or within a borough as to a power, 
function, or service that is not exercised or provided by the borough on an areawide or 
nonareawide basis that
(A) has irrevocably waived, in a form approved by the D epartm ent of Law, any claim of 
sovereign immunity that might arise under this chapter; and
(B) has
(i) a council organized under 25 U.S.C. 476 (sec. 16 of the Indian Reorganization Act);

2



(ii) a traditional village council recognized by the United States as eligible for federal aid to 
Indians- or
(iii) a council recognized by the com missioner o f  commerce, community, and economic 
development under regulations adopted by the Department o f Commerce, Community, and 
Econom ic Development to determine and give official recognition o f village entities under AS 
44.33.755(b);
(30) "waters o f the state" includes lakes, bays, sounds, ponds, impounding reservoirs, springs, 
wells, rivers, streams, creeks, estuaries, marshes, inlets, straits, passages, canals, the Pacific 
Ocean, G ulf of Alaska, Bering Sea and Arctic Ocean, in the territorial limits of the state, and all 
other bodies o f surface or underground water, natural or aitificial, public or private, inland or 
coastal, fresh or salt, which are wholly or partially in o r bordering the state or under the 
jurisdiction of the state.
History
(§ 2 ch 116 SLA 1980; am §§ 25 - 27 ch 191 SLA 1990; am §§ 13, 14 ch 83 SLA 1991; am § 2 
ch 39 SLA 1992; am § 14 ch 83 SLA 1992; am § 69 ch 58 SLA 1999; am §§ 2 - 4 ch 128 SLA 
2000; am § 8 ch 45 SLA 2003; am §§ 54, 58 ch 49 SLA 2004)
Annotations

Revisor’s notes. Formerly AS 46.04.120. Renumbered in 1989. Reorganized in 1990, 1991, 
1992, 2000, 2003, and 2004 to maintain the defined terms in alphabetical order.
In 2004, "commissioner of community and economic development" was changed to 
"commissioner of commerce, community, and econom ic development" and "Department o f 
Com m unity and Economic Development" was changed to "Department of Commerce, 
Community, and Economic Development", in accordance with § 3, ch. 47, SLA 2004. 

Administrative Code. - For financial responsibility for oil discharges, see 18 AAC 75, art. 2. 
For oil discharge prevention and contingency plans and nontank vessel plans, see 18 AAC 75, 
art. 4.

Effect o f amendments. The 1999 amendment, effective July 1, 1999, in present (29)(B)(iii) 
substituted "economic development" for "regional affairs" in two places and made a section 
reference substitution.
The 2000 amendment, effective September 1, 2000, in paragraphs (14) (now (15) and (27) [now
(28)] inserted references to nontank vessels and added what are now paragraphs (11), (12), (17),
(21), (22), and (27).
The 2003 amendment, effective June 7, 2003, added a definition of "shallow natural gas" that 
appeared in former paragraph (25).
The 2004 amendment, effective June 5, 2004, repealed paragraph (25), which defined "shallow 
natural gas"; and added paragraph (31), renumbered as paragraph (10).
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ANCHORAGE. ALASKA 99501-1994 
PHONE. (907)269-5274
FAX. (907)271-7022

Representative Ralph Samuels 
House o f  Representatives 
State Capitol 
Juneau, AK 99801-1182

Re: HB 197

Dear Co-Chairm an Samuels:

You asked that the Attorney G eneral’s Office provide a response to a 
question raised by Representative Seaton in the M arch 21, 2005, House Resources 
Com m ittee H earing on HB 197. Representative Seaton asked a question 
concerning the definitions o f  “oil” , “crude oil” and “natural gas” in sections 4 and 
5 o f the bill. Because the legislative teleconference system went offline, I was 
unable to respond to the Representative Seaton’s question. I appreciate this 
opportunity to explain these provisions o f  the bill.

The existing provisions in AS 46.04.050 provide two exemptions to the oil 
discharge prevention and contingency plan (C-plan) (AS 46.04.030) and financial 
responsibility (AS 46.04.040) requirements. The first exemption is for “oil 
term inal facilities” with an oil storage capacity o f less than 5,000 barrels o f  crude 
oil or less than 10,000 barrels o f  noncrude oil. The second exemption is for 
natural gas production and terminal facilities. In addition, there is a C-plan 
exem ption for natural gas exploration and production facilities in AS 46.04.030(a) 
that, prior to HB 531 applied to shallow natural gas facilities, and now, applies to 
“nonconventional gas” which is defined as “coal bed methane, gas contained in 
shales or gas hydrates.” AS 38.05.965.

Representative Seaton’s question involves the exemptions in AS 46.04.050 
which provides as follows:

Sec. 46.04.050. Exemptions.
(a) The provisions o f  AS 46.04.030,46.04.040, and 46.04.060 

do not apply to an oil terminal facility that has an effective storage 
capacity o f  less than 5,000 barrels o f  crude oil or less than 10,000 
barrels o f  noncrude oil.
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(b) The provisions o f  AS 46.04.030 and 46.04.040 do not 
apply to a natural gas production facility and a natural gas terminal 
facility; for purposes o f this subsection the terms "natural gas 
piuduction facility" and "natural gas terminal facility"

(1) mean a platform, facility, or structure that is used solely 
for the production, compression, storage, or transport o f  natural gas;

(2) do not include a platform, facility, or structure that 
produces, stores, or transports natural gas in com bination with oil.

Subsection (b) exempts natural gas production and terminal facilities. 
Subsection (b) defines those facilities as “a platform, facility, or structure that is 
used solely for the production, compression, storage, or transport o f  natural gas" 
but as not including a platform, facility, or structure that produces, stores, or 
transports natural gas in com bination with oil. AS 46.04.050(b)(2) (emphasis 
added).

Sections 4 and 5 o f  HB 197 make two clarifications to the exemption.
First, section 5 moves the natural gas exploration and production facility 
exemption in AS 46.04.030(b) to a new subsection (c) in AS 46.04.050. Second, 
sections 4 and 5 clarify what is m eant by the “exclusion” to the exemption for 
facilities that handle natural gas “ in combination with oil.” AS 46.04.050(h)(2). It 
is important to note that oil is defined very broadly in AS 46.04.900(13): as “oil 
o f  any kind and in any form, w hether crude, refined, or a petroleum by-product, 
including but not lim ited to petroleum, fuel oil, gasoline, lubricating oils, oily 
sludge, oil refuse, oil mixed with other wastes, crude oils, liquified natural gas, 
propane, butane, or other liquid hydrocarbons regardless o f  specific gravity.”

Sections 4 and 5 attempt to resolve any am biguity in these provisions by 
defining "in combination with oil” as a facility that stores, produces, explores for, 
or transports natural gas in combination with crude oil and that crude oil does not 
include natural gas. New subparagraph (ii) addresses a natural gas exploration or 
production facility that stores refined petroleum products by providing that it 
would only need a C-plan or financial responsibility i f  it stores refined petroleum 
products in volumes exceeding those in AS 46.04.050(a) (10,000 barrels o f  
noncrude oil). This reflects the Department o f Environmental Conservation’s 
interpretation o f  those provisions since the exemption in AS 46.04.050 was 
am ended in 1992 to address natural gas facilities.

In sum, the definitions in sections 4 and 5 are attempts to clarify the current 
application o f  these requirements in light o f the existing statutory definitions in 
AS 46.04.900. As a result, it is no t necessary to amend sections 4 and 5 o f  the bill.
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It is also worth noting that — like any other facility in the state — a facility 
exem pted from the C-plan requirements must still immediately contain and 
cleanup oil spills as required by AS 46.04.020 and is strictly liable for the costs 
and damages from a spill under AS 46.03.822.

I hope that this responds to the question raised by Representative Seaton. I f  
I can provide additional assistance, please let me know.

Sincerely,

SCOTT J. NORDSTRAND 
ACTING ATTORNEY GENERAL

Assistant Attorney General
BCT/cam

cc: Rep. Kohring
Rep. Ramras 
Rep. Seaton
A cting Comm. Fredriksson 
Larry Dietrick 
Dan Seamont 
David M arquez 
Deborah Behr

@004/004

Rob Mintz 
Kevin Jardell
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CS FOR HOUSE BILL NO. 240(RLS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BY THE HOUSE RULES COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE JU D IC H R Y  COM M ITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to brewery and brewpub licensing and to free samples of beer and 

wine provided by beverage dispensary licensees, wholesale licensees, and wholesale malt 

beverage and wine licensees."

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

* Section 1. AS 04.11.090 is amended by adding a new subsection to read:
(h) Unless prohibited by AS 04.16.030, a holder of a beverage dispensary 

license may provide a small sample of beer or wine free of charge to a customer on the 

licensed premises. Notwithstanding AS 04.11.015, a holder of a beverage dispensarv 

license may advertise and promote the free samples to the public. A municipality may 

not prohibit or restrict a holder of a beverage dispensary license from advertising, 
promoting, offering, or providing free samples under this subsection.

* Sec. 2. AS 04.11.130(b) is amended to read:
(b) The holder of a brewery license may sell beer in quantities of

(1) not more [LESS] than five gallons a day to an individual who is

-1-
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present on the licensed premises for consumption off the premises;
(2) more than five gallons a day to a person who is licensed under this 

title, or in another state or country.
* Sec. 3. AS 04.11.130 is amended by adding a new’ subsection to read:

(e) Unless prohibited by AS 04.16.030, a holder of a brewery license may sell 
not more than 24 ounces a day of the brewery's product to a j. son for consumption 

on the premises if
(1) the brewery does not allow- live entertainment, televisions, pool 

tables, dart games, dancing, electronic or other games, game tables, or other 

recreational or gaming opportunities on the premises where the consumption occurs;
(2) the brewery does not provide seats at the counter or bar where ihe 

product is served: and
(3) the room where the consumption occurs is not open before 9:00 

a.m. and serving of the product ends not later than 8:00 p.m.

* Sec. 4. AS 04.11.135(a) is amended to read:
(a) A brewpub license authorizes the holdei of a beverage dispensary license

to
(1) manufacture on premises licensed under the beverage dispensary 

license not more than 465,000 1150.0001 gallons of beer in a calendar year;
(2) sell beer manufactured on premises licensed under the beverage 

dispensary license for consumption on the licensed premises or other licensed 

premises of the beverage dispensary iicensee that are also licensed as a beverage 

dispensary:
(3) sell beer manufactured on the premises licensed under the beverage 

dispensary license in quantities of not more than five gallons a [PER] day to an 
individual w-ho is present on the licensed premises for consumption off the premises;

(4) provide a small sample of the brewpub's beer manufactured on the 

premises free of charge unless prohibited by AS 04.16.030; [AND]
(5) sell beer manufactured on the premises licensed under the beverage 

dispensary license to a person licensed as a wholesaler under AS 04.11.160; sales 
under this paragraph < lav not exceed 37,200 gallons in a calendar vcar, including

WORK DRAFT WORK DRAFT 24-LS0734\B

240(RLS) -2-
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under this paragraph may not exceed 37,200 gallons in a calendar year, including 

sales under (6) of this subsection; and

(6) sell not more than 6,200 gallons in a calendar year of beer 

manufactured on the premises to a person who is licensed under this title, or in 
another state or country, if the premises licensed under the beverage dispensary 
license are located in a community with a population of 75,000 or more [15,000 

GALLONS OR THE AMOUNT SOLD UNDER THIS PARAGRAPH IN 

CALENDAR YEAR 2001, PLUS 10 PERCENT, WHICHEVER AMOUNT IS 
GREATER].

* Sec. 5. AS 04.11 135(d) is amended to read:

(d) Notwithstanding (a) of this section, the holder of a brewpub license who, 
undei the provisions of AS 04.11.450(b), formerly held a brewery license and a 

restaurant or eating place license and who, under the former brewery license, 

manufactured beer at a location other than the premises licensed under the former 

restaurant or eating place license may

(1) manufacture not more than 465,000 [150,000] gallons of beer in a 

calendar year on premises other than the premises licensed under the beverage 
dispensary license;

(2) provide a small sample of the manufactured beer free of charge at 

the location the beer is manufactured unless prohibited by AS 04.16.030, and

(3) sell the beer authorized to be manufactured under this subsection

(A) on the premises licensed under the beverage dispensary 
license or other licensed premises of the beverage dispensary licensee that are 

also licensed as a beverage dispensary;

(B) to a wholesaler licensed under AS 04.11.160; sales under 

this subparagraph may not exceed 37,200 gallons in a calendai year, 
including sales under (D) of this paragraph: [•‘vOOO GALLONS OR THE 

AMOUNT SOLD UNDER THIS SUBPARAGRAPH IN CALENDAR YEAR 

2001, PLUS 10 PERCENT, WHICHEVER AMOUNT IS GREATER; OR]
(C) to an individual who is present on the premises described 

under (A) of this paragraph, or where the beer Is manufactured, in quantities of

-3- CSHB 240(RLS)
New Text U nderlined  [DELETED TEXT BRACKET O]



II WORK DRAFT WORK DRAFT 24-LS0734VB

10

11

12

13
14

15

16

17
18

19

20 

21 

22

23
24

25

26

27
28

29

30
31

1 not more than five gallons a [PER] day for consumption off the premises:

2 and
3 (D) to a person licensed under this title, or in another state

4 || or country, if fhe premises where the beer is manufactured are located in

5 a community with a population of 75,000 or more; sales under this
6 subparagraph may not exceed 6,200 gallons in a calendar year.

7 * Sec. 6. AS 04.11.135(e) is amended to read:

8 (e) Notwithstanding (a) of this section, a brewpub license authorizes the

9 |  holder of a restaurant or eating place license to (1) manufacture on premises licensee

under the restaurant or eating place license not more than 465,000 [150,000] gallons of 

beer in a calendar year; (2) sell beer manufactured on premises licensed under the 

restaurant or eating place license for consumption on the licensed premises; (3) sell 

beer manufactured on the premises licensed under the restaurant or eating place 

license in quantities of not more than five gallons a [PER] day for consumption off

the premises to an individual who is present on the licensed premises; and (4) provide 

a small sample of the brewpub's beer manufactured on the premises free of charge 

unless prohibited by AS 04.16.030. A person who holds a brewpub license under this 

subsection may not hold more than one brewpub license.
* Sec. 7. AS 04.11.160 is amended by adding a new subsection to read:

(h) Unless prohibited by AS 04.16.030, a holder of a wholesale license or a 

wholesale malt beverage and wine license may provide a small sample of beer or wine 

free of charge to a customer on the licensed premises of a beverage dispensary 

licensee.

* Sec. 8. AS 04.16.015(a) is amended to read:
(a) On premises where alcoholic beverages are sold by the drink, a licensee or 

a licensee's agent or employee may not
(1) except as provided in AS 04.11.090(h), offer or deliver, as a 

marketing device to the general public, free alcoholic beverages to a patron;

(2) deliver an alcoholic beverage to a person already possessing two or

more;
(3) sell, offer to sell, deliver alcoholic beverages to a person or group

CSHB 240(RLS) -4-
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of persons at a price less than the price regularly charged for the beverages during the 

same calendar week, except at private functions not open to the general public;
(4) sell, offer to sell, or deliver an unlimited number cf alcoholic 

beverages to a person or group of persons during a set period of time for a fixed price;

(5) sell, offer to sell, or deliver alcoholic beverages to a person or 
group of persons on any one day at prices less than those charged the general public 

on that day, except at private functions not open to the general public;

(6) encourage or permit an organized game or contest on the licensed 

premises that involves drinking alcoholic beverages or the awarding of alcoholic 

beverages as prizes.

-5- CSHB 240(RLS)
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Sponsor Statement HB 240 
“An Act relating to brewery and brew pub licensing”

The Brewers Guild of Alaska represents six breweries and five brewpubs operating in the 
state of Alaska. We are a growing industry that employs hundreds of Alaskans. The Brewers 
Guild is united in this bill in an effort to foster more equitable competition with breweries and 
brewpubs from outside of Alaska, while not harming small breweries in Alaska. In the State 
of Alaska, brewpubs and brewery licenses are exclusive licenses with different competitive 
markets, although the regular citizen secs no difference in these entities. Both Brewpubs and 
Brewery Licensees benefit from this bill, but if any of the core content is changed, then there 
will be an inequitable competitive landscape for cither the breweries or the brewpubs.

Brewpubs arc legally restricted to sell to consumers for consumption on their licensed 
premises and, with limitations, to consumers for ofT-prcmisc consumption and to all other 
licensees through a distributor. Breweries arc legally restricted to sell their product for off-site 
consumption whether to consumers, wholesalers or other licensees; breweries arc also 
allowed to provide free samples of their product. The proposed legislation is a compromise 
between these licensees in order to improve the competitive environments of brewpubs and 
breweries, while not creating a significant impact on the competitive environments of other 
interested licensees, such as dispensary license owners and distributors.

This legislation increases the amount of beer a brewpub can produce (often referred to as the 
‘‘production cap”) from 150,000 gallons to 465,000 gallons. This cap is based upon the 
typical industry definition of the lop level of production of a “microbrewery.” In addition, 
this legislation increases the amount of beer a brewpub can sell to a licensed wholesaler from
15,000 gallons to 46,500 gallons. Outside brewpubs do not have a cap on the amount of beer 
they can sell in Alaska.

Current law allows breweries to provide free samples of their products. This legislation 
allows breweries to also charge for samples as is now common in tasting rooms in other 
states. Although there have been concerns voiced that this allows breweries to act as 
“taverns”, this legislation includes restrictions that will differentiate the tasting rooms from 
the "tavern” concept, such as limited on-premise sales of only their beer, restricted hours of 
operation and a well-defined environment. The sale of samples allows breweries to help 
defray the costs of on-prcmisc sampling while still providing the promotional and educational 
aspects of product sampling.

Finally, this legislation allows brewpubs in Anchorage and Fairbanks to sclf-distribule up to 
200 barrels of beer per year. Under current law, brewpubs are required to use a wholesaler to 
distribute any bcci off-premisc. However, sales at this level arc not necessarily profitable for 
the wholesaler, so it is difficult for a brewpub to initially get its product to the market. This 
change could potentially eliminate a competitive advantage to breweries in smaller 
communities in our state, thus the limitation of a population of 75,000 has been put in place 
to not harm the smallest of breweries.

The Brewers Guild is in support of this bill in its entirety.
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Gary J. Klopfer
Member Manager/Owner 
Phone: (907)561-2274 
Fax: (907) 563-9354

March 28, 2006

House Labor & Commerce Committee Members 

Re: HB 240 -  Brewery & Brewpub Licensing

Dear Committee Members;

I am writing this letter in support of HB 240 and asking for your support of this bill.

Our fledgling brewing industry in Alaska has gone through many changes in the last ten years and this new 
legislation will continue to support our industry. As an industry, we employ hundreds of Alaskans, we pay 
ten of thousands of dollars in taxes, we buy millions of dollars in suppliers from Alaskan vendors and we 
have spent millions of dollars in construction and renovation costs for our establishments in Alaska. We 
have accomplished this in just the last ten years and I might add without any state subsidies or hand outs! All 
we ask for our industry is to be treated fairly and equitably considering our financial impact on the 
communities where we live.

As an industry, we formed the Brewers Guild of Alaska (BGA), to work together (breweries and brewpubs) 
on issues that we feel are in our best interest and in the interest of the citizens and the economy of Alaska. 
The BGA wholeheartedly supports this bill and 1 hope that you will support it also.

Thank you for your time and if you have any questions, please call me or email me at eiklopfer@msn.com.

Sincerely,

' A&

SLEEPING LADY
B R E W IN G  C O M P A N Y

717 West Third c.enue, Anchorage, Alaska 99501 (907)277-7727 www.alaskabeers.coni

mailto:eiklopfer@msn.com
http://www.alaskabeers.coni


Craig Johnson
r r

From:Son!:To:
S u b j e c t :

Ben Milletein/KODIAK ISLAND BREWING CO [bmillsOak.net] Tuesday, March 28, 2006 2:00 PM 
Craig Johnson 
HB 240

G r e e t i n g s  t o  a l l  i n t e r e s t e d  p e r s o n s ,

A s  a  m e m b e r  o f  t h e  B r e w e r ' s  G u i l d  o f  A l a s k a  r u n n i n g  t h e  K o d i a k  I s l a n d  B r e w i n g  C o m p a n y ,  
L L C . I  w o u - d  l i k e  t o  e x p r e s s  m y s u p p o r t  f o r  H B 2 4 0 . T h e  G u i l d  h a s  w o r k e d  l o n g  a n d  h a r d  t o  
a r r i v e  a t  a b i l l  t h a t  w e  c a n  a l l  s u p p o r t ,  a n d  t h a t  w e  b e l i e v e  a d d r e s s e s  t h e  c o n c e r n s  o f  
b u s i n e s s e s  o u t s i d e  o u r  g u i l d .  W h a t  w e  p r o p o s e  i s  i n  n o  w a y  u n u s u a l  w h e n  o t h e r  s t a t e  l a w s  
a r e  e x a m i n e d .  P l e a s e  s u p p o r t  t h i s  b i l l ,  a n d  f e e l  f r e e  t o  c a l l  m e i f  y o u  h a v e  a n y  
q u e s t i o n s  ’ b o u t  i t .

T h a n k  y o u .

B e n  M i l l s t e i n  
M a n a g e r ,
K o d i a k  I s l a n d  B r e w i n g  C o .  LLC

1



A N C H O R A C
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R ep re s e n ta tiv e  Lesfl M cG u ire  
C ha ir , Ho u m  Jud ic ia l 
S ta te  C a p ito l, R o om  1 1 8  
J u n a a u , AK 9 9 0 0 1 - 1 1 8 2

R E : HB  2 4 0 ,  B rew e ry  8  B rew p u b  L ic e n se r

D e a r  R e p re s e n ta t iv e  M cG u ire :

T h e  a b o v e  re fe re n c e d  Mil w l l  c h a n g e  a lc o h o l licen s in g  law s  f o r  B rew e rs  and  B rew p ub s . I t  a ls o  d o e s  aw a y  
w ith  th e  t h r e e - t ie r  s y s ta m  w h ich  d e f in e s  ty p e s  o f  lic en se s  in A la sk a .

U fa  h a v e  m e t  w ith  th e  B re w e rs  a n d  B rew p ub s  a n d  d ec id ed  In o r d e r  f o r  t h e  m a jo r i t y  (B e v e r a g e  D isp en sa ry  
L ic en se s ] t o  a g re e  w ith  th e  b i l l, B D L 's sh ou ld  a ls o  b e n e fit  from  th e  licen s ing  c h an g e s .

T h e  A n ch o rag e  CHARR b o a rd  m e m b e rs  e g re e u  t o  c om p rom ise  w ith th e  fo llow in g :
3 6  o u n c e s  for s a le  a t  B rew e r ie s  
C lo s in g  a t  8 p m  f o r  B rew e r ie s
D e le te  ' t a s t in g  r o o m s '  or ‘ r o o m s '  f r o m  th e  b ill a n d  r e p la o t  w ith  lic e n se d  e s ta b lis h m e n ts  
In s e r t  am e n d m en t (b e lo w )  t o  b e n e fit  BDL's

R ecom m end ed  la n g u a g e  b y  th e  A n ch o ra g e  CHARR b o a rd  t o  re a d  a s  fo l lo w s :

Wo tw d th e t e n d B ig  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n ,  a  b e v e r a g e  d to p a n p e r y  l i c e n s e e  o r  e  l i c e n s e e ' sessAaft n f  anaaaleias^A seas a  ka i^ aa  atf m a ie lb  kaasaaaaaRe fl WWOfel W • ifWRl 61 VrfilOlaHM fMR DRtwHbQw 6flO WllW
Bee n e e —  b y  n o n  r e s i d e n t  b r e w e r  o r  t h e  a g e n t  o r  e m p lo y e e s  o f  t h e s e  M e t i s — s  m a y  p r o v i d e  
w i t h o u t  c h a r g e ,  a n y  c u e t o m e r  a  a  m a t  s a m p le  o f  b e e r  o r  w ir* e  f o r  p r o m o t i o n a l  p u r p o s e s .

I t  w as o u r  u n d e rs ta n d in g  t t iro u g h o u t  o u r  n e g o t ia t io n s  w ith th e  b rew pube  th is  w ou ld  b e  In c lu d ed  in th e  b ill. 
I t  h a s  b een  b ro u g h t t o  o u r  a t te n t io n  th e r e  is  d en ia l b y  th e  b rew pub s  o f  su p p o rt in g  th is  a m e n d m en t  e n d  
th e  w h o le s a le r s  h a v e  n ow  b a c k ed  o f !  o n  push ing  th e  a m e n d m en t fo rw a rd . F tu n k ly , w e  a r e  t ire d  o f  th e  
le s s  th a n  h o n o ra b le  a p p ro a c h  th is  g ro u p  h a s  exh ib ited  th ro u g h o u t th e  n e g o t ia t io n s . W e  n e v e r  w ou ld  h a v e  
m e t  w ith  th e  b rew pub s  a n d  b re w e r ie s  I f  w e  kn ew  th is  w a s  th e  e n d  g o a l. I f  t h e  a b o v e  a m e n d m en t  is  n o t  
In c lud ed  in  H B 2 4 0 , A n ch o ra g e  CHARR WIN o p p o s e  t i l ls  M il.

T h e  Is su e  Is s im p lis t ic : I f  th e  B rew p ub s  w an t t o  b rew  m o re  b e e r  th e y  s h o u ld  a p p ly  f o r  a  b rew e r's  lic en se .
I f  th e  B rew e r ie s  w an t t o  s e ll In d iv id u a l b e e r  th e y  sh ou ld  a p p ly  f o r  a fu ll b e v e ra g e  d is p e n s a ry  lic e n se . W a 
h a ve  h e a rd  th e  b rew pub  and  b re w e ry  e x c u se s  a n d  kn ow  th e y  a re  u n su b s ta n t ia te d .

T h e  re a li ty  Is : I t  Is  c h e e p e r  an d  e a s ie r  to  c h an g e  licen s in g  le g is la tio n  th a n  It Is t o  p u rch a se  th e  p ro p e r  
lic en se  to  acc om p lish  g o a ls . T h is  b ill w ith  th e  a b o v e  am en d m en t Is d e s ig n ed  t o  b e n e fit  a il l ic e n s e e s , n o t 
for th e  p ro fit  o f  a  few . W h a t  w e  a p p e a r  t o  h a ve  is a  s ta le m a te  a n d  re q u e s t  t im e  f o r  fu r t h e r  n e g o t ia tio n s  
re g a rd in g  o u r  a m e n d m e n t

4/14/06

T h an k  y o u  I

C huck Edw ards 
G o v e rn m e n t  A ffa irs  C h a ir

P.O. Box 111369, Anchorage, AK, 99511, 907 227-3423
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W O R K  D R A F T

O fT e re d :
Referred

W O R K  D R A F T WORK DRAFT

24-LS0853M
Cook

4/27/05

A BILL 

FOR AN ACT ENTITLED 

"A n Act relating to enhanced 911 systems and enhanced 911 surcharges imposed by a 

municipality, public m unicipal corporation, or village."

IT  ENACTED BY T H E  LEGISLATURE OF TH E STATE O F ALASKA:

* Section 1. AS 29.10.200(37) is amended to read:
(37) AS 29.35.131 -29.35.137 [AS 29.35.131] (enhanced 911 system);

* Sec. 2. AS 29.35.131(a) is amended to read:
(a) A municipality may, by resolution or ordinance, elect to provide an 

enhanced 911 system at public safety answering points and  [,] may purchase or lease 

the enhanced 911 equipment or service required to establish or maintain an enhanced 

911 system at public safety answering points from a local exchange telephone 
company or other qualified vendor. The m unicipality [, AND] may impose an 
enhanced 911 surcharge [, IN AN AMOUNT TO BE DETERMINED BY THE 
MUNICIPALITY, ON ALL LOCAL EXCHANGE ACCESS LINES THAT 
PROVIDE TELEPHONE SERVICE TO WIRELINE TELEPHONES IN THE AREA

New  T e x t  U n d e r l i n e d  (DELETED TEXT BRACKETED]
C S H B  249( )

CS FOR HOUSE BILL NO. 249( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

Sponsor(s): REPRESENTATIVES HAWKER, Holm, Olson, Lynu, Dahlstrom
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1 TO BE SERVED BY THE ENHANCED 911 SYSTEM. A MUNICIPALITY THAT

2 PROVIDES SERVICES UNDER AN ENHANCED 911 SYSTEM MAY ALSO BY

3 RESOLUTION OR ORDINANCE IMPOSE AN ENHANCED 911 SURCHARGE

4 ON EACH WIRELESS TELEPHONE NUMBER THAT IS BILLED TO AN

5 I ADDRESS] within the enhanced 911 service area. An [FOR A MUNICIPALITY

6 I WITH A POPULATION OF 100,000 OR MORE, AN ENHANCED 911
7 I SURCHARGE MAY NOT EXCEED 50 CENTS PER MONTH FOR EACH
8 I WIRELESS TELEPHONE NUMBER OR 50 CENTS PER MONTH FOR EACH 

LOCAL EXCHANGE ACCESS LINE FOR WIRELINE TELEPHONES. FOR A 

MUNICIPALITY WITH FEWER THAN 100,000 PEOPLE, AN] enhanced 911 

surcharge may not exceed S2.00 [75 CENTS] per month for each wireless telephone 

number and S2.00 [OR 75 CENTS] per month for each local exchange access line for 
W'ireline telephones. The maximum surcharge amount of S2.00 provided for in

this subsection may be increased above that level if the surcharge amount Ls 

15 approved bv the voters of the enhanced 911 service area. The amount of

16 surcharge imposed for each wireless telephone number must equal the amount
17 imposed for each local exchange access line for a wirenne telephone. An enhanced

18 911 service area may be all of a city, all of a unified municipality, or all or part of the
19 area within a borough and may include the extraterritorial jurisdiction of a
20 municipality in accordance with AS 29.35.020. The governing body of a municipality

21 shall review an enhanced 911 surcharge annually to determine whether the current

22 level of the surcharge is adequate, excessive, or insufficient to meet anticipated

23 enhanced 911 system needs. When a municipality imposes an enhanced 911

24 surcharge o r the am ount of the surcharge is changed, the m unicipality shall

25 notify in w riting  the telephone custom ers subject to the surcharge and provide an

26 explanation of w hat the surcharge will be used for [THE MUNICIPALITY MAY

27 ONLY USE THE ENHANCED 911 SURCHARGE FOR THE ENHANCED 911
28 SYSTEM].
29 * Sec. 3. AS 29.35.131 is amended by adding new subsections to read:
30 (i) A municipality may only use the enhanced 911 surcharge revenue for those
31 costs of the enhanced 911 system that are authorized in this subsection. The surcharge

CSHB 249( ) -2-
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revenue may not be used for any capital or operational costs for emergency responses 

that occur after the call is dispatched to the emergency responder. The surcharge 

revenue may not be used for constructing buildings, leasing buildings, maintaining 

buildings, or renovating buildings, except for the modification of an existing building 
to the extent that is necessary to maintain the security and environmental integrity of 

the public safety answering point and equipment rooms. The surcharge revenue may 
be used for the following costs to the extent the costs are directly attributable to the 
establishment, maintenance, and operation of an enhanced 911 system:

(1) the acquisition, implementation, and maintenance of public safety 

answering point equipment and 911 service features;

(2) the acquisition, installation, and maintenance of other equipment, 

including call answering equipment, call transfer equipment, automatic number 

identification controllers and displays, automatic location identification controllers and 

displays, station instruments, 911 telecommunications systems, teleprinters, logging 

recorders, instant playback recorders, telephone devices for the deaf, public safety 
answering point backup power systems, consoles, automatic call distributors, and 

hardware and software interfaces for computer-aided dispatch systems;
(3) the salaries and associated expenses for 911 call takers for that 

portion of time spent taking and transferring 911 colls;
(4) training costs for public safety answering point call takers in the 

proper methods and techniques used in taking and transferring 911 calls;

(5) expenses required to develop and maintain all information 

necessary to properly inform call takers as to location address, type of emergency, and 

other information directly relevant to the 911 call-taking and transferring function, 

including automatic location identification and automatic number identification

(j) If a city in an enhanced 911 service area established by a borough incurs 
costs described under (i) of this section for the enhanced 911 system, before the 
borough may use revenue from an enhanced 9 i 1 surcharge, the borough and city must 
execute an agreement addressing the duties and responsibilities of each for the 
enhanced 911 system and establishing priorities for the use of the surcharge revenue.

databases.
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If the Department of Public Safety also provides services as part of the enhanced 911 

system or uses the enhanced 911 system in that enhanced 911 service area, the 

department must be a party to the agreement.
(k) For purposes of (i) of this section, "call taker” means a person employed in 

a primary or secondary answering point whose duties include the initial answering of 

911 or enhanced 911 calls and routing the cails to the agency or dispatch center 
responsible for dispatching appropriate emergency services and a person in a primary 

or secondary answering point whose duties include receiving a 911 or enhanced 911 

call either directly or routed from another answering point and dispatching appropriate 

emergency services in response to the call; the term "call taker" is synonymous with 

the term "dispatcher" in that it is inclusive of the functions of both answering the 911 
or enhanced 911 calls and dispatching emergency services in response to the calls.

* Sec. 4. AS 29.35 is amended by adding a new section to read:
Sec. 29.35.134. M ulti-line telephone systems. A municipality may by 

ordinance elect to require an enhanced 911 system from a multi-line telephone system. 
A multi-line telephone system operator must arrange to update the automatic location 

identification database with an appropriate master street address guide, valid address, 

and callback number for each multi-line telephone system telephone, so that the 

location information specifies the emergency response location of the caller. A mult'- 

line telephone system operator is considered to be in compliance with this section 

when the multi-line telephone system complies with enhanced 911 generally accepted 

industry standards as defined by the Regjlatory Commission of Alaska. For purposes 

of this section,
(1) "call back number" means a number used by the public safety 

answering point to re-contact the location from which a 911 call is placed; the number 
may or may not be the number of the station used to originate the 911 call;

(2) "emergency response location" means the location to which a 911 
emergency response team may be dispatched that is specific enough to provide a 

reasonable opportunity for the emergency response team to quickly locate a caller 
anywhere within it;

(3) "master street address guide" means a database of formatted street
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names, numerical addresses or address ranges, and other parameters defining valid 

locations and emergency services zones, and their associated emergency services 

numbers, that enables the proper routing and response to 911 calls;
(4) "multi-line telephone system" means a system made up of common 

control units, telephone sets, and control hardware and software, including network 
and premises based systems such as Centrex and PBX, Hybrid, and Key Telephone 

Systems, as classified by the Federal Communications Commission under Part 68 
Requirements, and including systems owned or leased by governmental agencies or 

nonprofit entities, as well as for profit entities;
(5) "multi-line telephone system operator" means an entity that owns, 

leases, or rents from a third party, and operates a multi-line telephone system through 
which a caller may place a 911 call through a public switched network.

* Sec. 5. AS 29.35 is amended by adding a new section to read:

Sec. 29.35.138. Application. AS 29.35.131 - 29.35.137 apply to home rule 

and general law municipalities.

* Sec. 6. AS 29.35.131(h) is repealed.
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(h) This section applies to home rule and general law municipalities


