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R e p r e s e n t a t iv e  K e v in  M e y e r
H O U S E  D IS T R IC T  30

S P O N S O R  S T A T E M E N T  

H B  3 9 4

“A n  A c t  r e la t in g  to  a p p r o v a l  o f  i n s u r a n c e  p o l i c y  f o r m s  o r  a s s o c i a t e d  
m a te r ia l s  in  fo r e ig n  la n g u a g e s  a n d  p r o v id in g  th a t  th e  E n g l i s h  v e r s io n  o f  

p o l i c y  f o r m s  o r  a s s o c i a t e d  m a te r ia l s  is  t h e  o f f ic ia l  v e r s io n  i f  c e r ta in  
c o n d i t io n s  a / o  m e t .  ”

Currently there is no law stating how insurance policies and associated materials 

provided in foreign languages would bi ;nterprctcd - in English or in the foreign 

language. Without a clear law. insurers are reluctant to provide information and conduct 

businers in foreign tongues. W ith a clear foreign language law, insurers w ill be able to 

confidently provide foreign language speakers with information regarding essential 

insurance products. HB 394 provides that insurance policies and associated materials be 

construed in English version so long a.> an English version was provided with the foreign 

language materials and proper disclosure is made.

Tnis law benefits both consumers ard the insurance business. According to the 

last census, more than 80,000 Alaskans speak a language other than English at home.

Our increasingly diverse population needs proper information to secure their personal and 

business insurance needs. HB 394 w ill allow foreign language speaking consumers to 

secure information so they can better understand and thus can m ak ; better insurance 

decisions. For the insurance industry, HB 394 is likely to lead to increased penetralia.* in 

emerging markets.

HB 394 is supported by the Division of Insurance and the Alaska State Chamber 

of Commerce.

Kmail: Reprc :c: (866) 465-4945
Session: State Capil 1945 Fax: (907) 465-3476

Interim : 716 W. 4th Av rx e ta . a. a. 69-0199 Fax: (907) 269-0197
S p o n s o r  S t a t e m e n t



R e p r e s e n t a t iv e  K e v in  M e y e r
HOUSE DISTRICT 30

M E M O R A N D U M

D A TE : February 15,2006

TO : Representative i*evin Meyer

FR O M : M ike  Pawlowski

RE Sectional Analysis fo r MB 394

(Version No. 24 - LS1506\A)

As a prelim inary matter, note that a sectional summary of a b ill should not be considered 

an authoritative interpretation of the b ill and the b ill itself is the best statement of its 

contents. If you would like an interpretation of the b ill as it may apply to a particular set 

(if circumstances, please advise.

Section I . Adds a new section to AS 21.42 allow ing an insurer to file and the director to 

approve an insurance policy in a language other than English w ith certain conditions and 

specifies penalties for knowingly misrepresenting information in a translation.

Email: Kcprcsc
Session: State Capitol

Interim: 716 W. 4th Ave..
S e c t io n a l A n a ly s is

(NH6) 465-4945
15 Fax: (907) 465-3476
•0199 Fax: (907) 269-0197



F I S C A L  N O T E

STATE OF ALASKA
2006 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction):____________
Title Insurance Policies in Foreign Languages

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

Dept. Affected 

'RDU

CSHB 394(L&C) 

2/24/06

Commerce
Insurance (116)

Spc sor 

Requester
Meyer

Component Insurance Operations

Labor & Commerce

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

354

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 | FY 2010 FY 2011 FY 2012

Personal Services 

Travel 

Cc tractual 

Supplies 

Equipment 

Land & Structures 

Grants & Claims 

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Prograr" Receipts 

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 0 0_________
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: 

POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: (Attach a separate page tl necessary)

i his legislation allows insurance policies to be filed, approved and delivered in languages other than English 

if an official English language version is also provided. It does not impact the operations of the division.

Prepared hy: Linda S. Hall, Directo,_________________________________________________________________  Phone 907.269 7900

Division Insurance Date/Time 2/21/06 5:56 PM

Approved by: William C. Noll, Commissioner_____________________________  Date 2/21/2006
Agency Commerce. Community, and Economic Development___________

(Revised 9/7/2005 OMB) Page 1 of 1





[ ] A PPR O PRIA TIO N  - n o  f is c a l  n o te

DATE: 4/7/06

DATE TURNED 
IN TO OFFICE:______

S E N A T E  C O M M IT T E E  R E P O R

FURTHER: Finance

Labor and Commerce Committee considered CS FOR HOUSE BILL NO. 409(L&C)

HB 409 NO WORKERS' COMP. FOR REAL EST. LICENSEE 

"An Act relating to excluding qualified real estate licensees from workers’ compensation coverage."

and recommends:

] be replaced with 

] adopt previous _

] attached amendment(s)

] aaopi Letter of Intent by 

] further referral to ____

Committee

Committee

C S  S e n a t e  B i l l :

[ ] Same Title 
[ j New Title

S C S  H o u s e  B i l l :

[ ] Came Title 
f j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

N E W  F I S C A L  N O T E ( S ) : P R E V I O U S  F i ^ C A L  N O T E ( S ) :



F I S C A L  N O T E

STATE OF ALASKA
2006 LEG IS LA T IV E SESSION

Fiscal Note Number
Bill Version
I H i Publish Daie

CSHB 409(L&C)
3 1/06

Revision Date Time (Note if correction i 
Title

Department Labor and Workforce Development 
No Workers' Compensation For Real Estate RDU Workers' Compensation_________________
Licensee Component Workers' Compensation

Sponsor 
Requester House L&C

Representative Lynn

Expenditures/Revenues

Component Number 344

(Thousands of Dollars)_________
Note Amounts do not include mflaiion unless otherwise noted belo*

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services

Travel

Contractual

Supplies
Equipment

Lana & Structures

Grams & C'aims

Miscellaneous

TOTAL OPERATING 0 0 0 0 00 0.0 0 0 00

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE iThousands of Dollars>
1002 Federal Receipts I
1003 GF Match

1004 GF

1005 GF 3 rogra~- Receipts

1037 GF'Mema' Hearn

Othe- 'Speci'y Type--Dc not abi eviatt i

TOTAL 0 0 0 0 0.0 0 0 0 0 0 0

Estimate of any current year (FY2006) cost None
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal

POSITIONS

Full-time

Part-time

Temporarv

| ANALYSIS i Attach a sepa’ate page >' r ecessa')

There is no anticipated fiscal impact to ihe department as a result of this legislation

Paul F Lisankie, Director
Workers’ Compensation

Prepared b.
Division
Approved by Greg O’Claray, Commissioner_________________
Agency Department of Labor and Workforce Development

Phone 465-6059
Date T me 2 23/06 12.01 PM

Dale 2/23/2006

q»..s«e V ’ W t  OM6 Page 1 of i
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N a n c y  M a n ly

From;

Sent:

Mark Korting [rna'kkorttng@remax net] 

Monday. February 06. 2006 5 51 PM 

Rep Bob Lynn 

Thank you BobSubject

Follow  Up Flag; Follow up 

Flag Status; Yellow

Representative Lynn. (Bob)

I am sending you a copy of an email I will be sending to all the Rep'esentatives on the Labor S Commerce 
Committee I have only sent this to you and Rep Tom Anderson so far Any comm'~',ts'?

Dear Representative

A bill sponsored by Rep Bob Lynn will be headed toward your Labor & Commerce Committee soon The Bill is 
HB 409 I support this bill and would encourage you to do the same I've been fighting this issue for years and 
there was a time, not all that long ago. when reel estate licensees were exempted from Workers Compensation 
Insurance as we were considered "independent contractors"by insurers as well as tne Board We would like the 
option to be able to have, or not have, coverage for our independent conlrartors They could also purchase 
coverage for themselves if they chose to do so

We, real estate licensees, have been and still are. considered by the Internal Revenue Service to be 
aJng as independent contractors Our licensees here at RESMA v Properties. Inc execute a very complete and 
thorough 11 page independent Contractor Agreement and pay for all their services I have owned and operated 
this business since 1980 I also have the franchise for RE/MAX offices throughout the State

I would be glad to answer any questions you may have and may be able to testify in person a little lo.er in 
tne session

Also. I would like to take a moment to "Thank you for s e r v in g I appreciate all you sacrifice to try to mare Alaska 
a be tier place to live

Thank you Tom, for your attention to this matter I don I ask tor much and try to ask for things that seem 
reasonable There are a tot of complicated issues here m the Workers Comp Statutes

markkorflngidremax.net 907 276 2761
t>iok*i-own«i PE/MAX piop»rfli*j. inc 

' • j io n o l  own»i Pf/MAV of a lo ik a  me 
H O W  38fhAv« Ancho'OQ*. AX 99SC3

:  - 2006



rRANK H MURKOH'SKI GOVERNOR

Departmeni Of Labor and Workforce Development P O Box 21149 
Juneau, AK 99802-1149 
Phone (907)465-2700 
Fax (907)465-2784

OFFICE OF THE COMMISSIONER

F e b ru a ry  7. 200G

Hie Honorable Thom as Anderson. Chair 
House Labor and Commerce Committee 
State Capitol. Room 
J u n e a u .  Alaska 99801-1182

Dear C ha irm an  Anderson

My staff and I have reviewed the provisions of HD 409 curren tly  oefore 
your committee, As you know HD 409 would am end AS 23.30 230 to 
specifically exempt certain real esta te  professionals from workers' 
com pensation  coverage. The exemption is limited to professionals licensed 
(under the  provisions of AS OS.88.161) as real esta te  brokers, associate  real 
estate  brokers, or real esta te  sa lespersons. In order for the exem ption to 
apply, those  licensed professionals will have to be working und er  a written 
employment contract that provides they will not be treated a s  "employees" 
for e ither w orkers’ com pensation  or federal income taxation purposes. As 
weil, their pay will have to be directly related to sa les < r ou tpu t ra ther th an  
hours  worked.

As workers' com pensation  benefits are a vital part of o u r  social safety 
net. 1 usually  speak against new exem ptions from the Workers'
C om pensation  Act. However, it is only lair to ac knowledge tha t m uch of the 
real e sta te  sa les industry  h a s  consistently  chosen to organize in ways that 
already allow licensed professionals to work w ithout workers' com pensation  
coverage. Those organizations include sole proprietorships, p a rtne rsh ip s , 
limited liability companies, corporations whose officers waive workers' 
com pensation  coverage, and  properly established ’in d ep e n d en t  contractor" 
relationships. Unfortunately, a definitive determ ination  w hether an 
independent contractor rela tionship  h a s  been properly established can only 
be obtained on a case-by-case basis from the Workers' Com pensation Doard 
after an  injury. That leads to uncertain ty , frequent d isagreem ents about the 
employer's in surance  coverage and prem ium s, and  considerable frustra tion  
th roughou t the real estate  sa les industry .

There is no easy way to remove that general uncerta in ty  because it 
a n se s  from the  need to apply a fact-specific, twelve-point "relative n a tu re  of



R e p re se n ta tiv e  Tom  A n d e rso n  P age  2 F e b ru a ry  7. 2 0 0 6

the w ork1' test deve’oped by the Alaska S uprem e Co- rt « define the  
independent contractor" relationship. In light of Uiat la d .  J su p p o r t  th e  

focused exemption for licensed real esta te  professionals con ta ined  in HB 409  
In order to relieve the curren t unacceptably u n ce r ta in  situation.

Thank  you for the opportunity  to a d d re ss  tliis legislation.

S in c^ ’r d v

Greg (TClaray 
Com m issioner
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JC O M M E R C E
C O M M U N I T Y  A N D  
ECONOMIC DEVELOPM ENT

D E P A R T M E N T  Of
Frank H Mnrkanth, C.omrnor 
UFiMiam C Nt/{ C.ommutiontr 

Linda S. Ha//, Dmetor
Diviwon o f  Inturancc

To: Representative Bob Lynn
Representative Norman Rokeberg 
Representative E than  Berkowltz

Date: April 6. 2006 
Re: HB 409 
From: Linda Hall

O n  the House floor yesterday during  discussion  ok Lhe above bill, a  question 
w as  asked  regarding the claims history for the realtors classification. 1 have 
a sk ed  for Information from the NaLlonal Council on C om pensation  Insurance  
a n d  received the following information:

h e re  Is no specific realtor code In Alaska. Ihe prim ary codes used  are 8742 
(outside sales) for sales agen ts and  8810 (clerical) for support staff. These 
classifications are  very broad groupings encom passing  all ou tside  sales reps 
a n d  support staff across the sta te  and  there Is no way to segregate real estate 
from others In these groupings.

Code Frequency (Clalms/$1 Million Payroll) Average Severity

8 7 4 2  (Sales)

2002-2003 .365
2001-2002 .515
2000-2001 .466
1999-2000 .731

8810  (Clerical)
2002-2003 .518
2001-2002 .535
2000-2001 .663
1999-2000 .650

S tate  Totals (All Classes)
2002-2003 1.966
2001-2002 2.160
2000-2001 2.513
1999-2000 2.644

$ 9.140 
$12,731 
$10,978 
$ 7.983

$ 9.832 
$11 ,339  
$10.81 1 
$  8.675

$15 ,349
$14,349
$12,474
$10 ,085

P.O. Box 110805, Juneau, .Alaska 99811-0805 
Telephone (907) 465-2515 Fax: (907) 4*5-3422 Text Telephone: (907) 465-5437 

Email, insurancc@commerce.state.ak.us Website: http://www.commerce.sute.ak us/tnsurancc/

mailto:insurancc@commerce.state.ak.us
http://www.commerce.sute.ak


P ag e  2  -  A pril 6. 2 0 0 6  HB 4 0 9

Since the  groupings for these  two classifications are so broad , it is difficult, if 
n o t  Impossible, to m ake  any meaningful analysis of the  frequency or severity of 
c la im s within the real esta te  industry . The Information does give some overall 
Idea of the n a tu re  of the  exposure  for the overall risk faced by the  broad group.

For example, the n u m b e r  of claim s (frequency) has  decreased  while the  average 
cost of a  claim (severity) has  increased. These t ren d s  exist in both  the sales 
c la ss  an d  the clerical c lass as  well a s  for the s ta te  a s  a whole. While the 
n u m b e r  of claims for the  sales class Is generally less th a n  the  n u m b er  of 
clerical claims, the  average cost of a  claim Is com parable  for bo th  classes. 
Com pared  to the s ta te  totals, the frequency Is significantly less for the sales 
a n d  clei leal c lasses b u t  the  severity is only som ew hat lower.

As an  additional piece of information, the cu rren t ra te s  per $100  of payroll for 
these  classifications taken  from the assigned risk pool are  $1.21 for the outside 
sa les  classification a n d  $1 .26  for the clerical classification.

Please do not hesita te  to contact me should you have q u es tion s  or If you would 
like to d iscu ss  th is information In more depth.



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

Member
Labor and Commerce Commiiiee 
Siaic Affair* Commmcc 
Economic Pccelopmem Traor A Tuunun 

Commiiiee 
Education Commiiiee 
Jmni Armed Service* Comm nee

finance Subcommittees
Labor A Workforce Development 
Community A Economic De.clopment 
Mililarv A % eierans' Affairs

Chairman
Miluarv A Veirans Affair* Commitiec

a.

A Communication F> jni 
R E P R E S E N T A T IV E  B O B LYNN 

D i s t r i c t  31 A n c h o r a g e

E-Mail: Representative Bob Lynna legis.state ale us 
‘Bob Lyon's Alaska Blog" AlaskaD’Stnct31 blogspot com

Sponsor S ta tem ent 
CS for HB 409 

xem pt Qualified Real E state  Licensees from 
W o rk e r ’s C om pensation  C overage

Phone (90-)465-4931 
Fav (9071465-4316 

lo l l  Free (800 )Sm439 l

Interim.
*16 W 4* Ave , *650 

Anchorage AK 99501 2133

Phone (907) 269-0205 
Fa. 1907)269-0207

Stssion
Alaska State Capiiol

Juneau. AK «980l-1382

I IB 409 would amend AS 23.30 230 to specifically exempt certain real estate professionals from 
workers' compensation coverage.

Most real estate hcensees in Alaska are independent contractors They are licensed under a 
broker because that is state lass. but they operate their individual business as "independent 
contractors “

In the real world, this means that these licensees do not receive a wage. salary or benefits. Thev 
control and decide what days and hours they will work in order to achiev e the goals they set for 
fiemselves Business expenses paid by the licensee include: licensing fees continuing 
education, adv ertising, long-distance phone calls, and business insurance on their vehicles Thev 
often pay lor their ow n computer, printer, and other office equipment, and create and pay for 
their own individual websites Independent Contractors pay quarterly estimated income tax and 
pay , not only (or their ow n social security taxes, but thjt portion o f the social security tax that an 
employer would normally pay.

In short, real estate licensees operate an independent business within a business For these 
reasons. :t ts an unnecessary financial hardship and inappropriate for the business owner to pay 
workers compensation tor these independent contractors In fact, the Federal Government - IRS 
recognizes qualified real estate licensees as independent contractors and bv passing HB 409. the 
state would too

'l our support o 1 this bill is respectfully requested

Kcvist-d 3-8-06

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



FISCAL NOTE
STATE OF ALASKA
2006 L E G IS L A T IV E  S E S S IO N

Revision Date Time (NMe if correction)______________
Tuie No W o r k i 'S '  Comp tor Rea E state  L ice n se e

Fiscal Note Number
Bill Version
(H) Publish Date

Dept Affected 

R D U

1
C S H B  409(L&C)

3/1 '06

C o m m erce

S p o n so r

R e q u e s ie r
Lynn Rokeberq

Cor B u s  & Prol L ice n s in g  ( 1 1 7 )  

C o m p o nen i  Corp. B u s  & Prol L icen s in g________

Labor & C om m erce C o m p o nen i  No 2360

Expenditures/Revenues (Thousands of Dollars)
Note Am ounts  do not include mfiaiion u n le s s  o therw ise  noted below

OPERAT ING  EXPEND ITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY  2012
P ersona l S e r v i c e s

Travel

Contractual

Su p p l ie s

Equipment

Land & Structures

Grants  & C la im s

M isc e l la n e o u s

TOTAL OPERATING 0.0 0.0 0 . 0 , 0 0 0 0 0 0
|CAP ITAL EXPEND ITURES
|C H A N G E IN  REVENUES ( ) 0 0 0.0 0.0 0 0 0 0 0 0
FUND SO U RC E T housands of Doliarsi
1002 Federal Receipis
1003 GF Match
1004 GF
1005 G F 'Program. Receipts
1037 GF/Mental Health
1156 Recemt Suppoded Services

TO TA l. 0.0 0.0 0 0 0 0 0 0 0 0

00Estim ate ol any current year (FY2006) cost _______
Mark this box (X) it funding for this bill is included in the G overnor's FY 2007 budget p roposal

POSITIONS
Full-time

Pad-time

Temporary .
ANALYSIS: A.'facr a i epa’ale paqa it nectssary)

T h i s  le g i s la t io n  e x c l u d e s  rea l  e s t a t e  l i c e n s e e s  f rom  w o r k e r s '  c o m p e n s a t i o n  c o v e r p  e  It d o e s  not im p a c t  the 

o p e r a t io n s  o f  the d iv i s io n

P-eDared by
Division

K.'i'herme Mason A dm in is tra te  Manager
Corporations and Licensing

P hene  (907) 4 6 5 - 2 5 7 2  

Date/T im e 2/24/06 5 IT  PM

Approved by William C Noll. Commissioner
Agency Commerce. Community and Economic Development

Dale 2/24/2006

<1 r .00* OMfl Page 1 of 1
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Tm Fomrn ft Td  H**p IRS PiofctHm ft Sotoioftt i HC2*33IRS Pocuw»t»

Home > Authors Ro* • Grplj P Hicks CPA > Employee of Contractor7

E m p lo y ee  o r  C o n tra c fo r?  
" I lie* D efin itio n  Is C h a n g in g --  A g a in !"

©  b y  G re t a  P H ick  j .  C P A

f o r  n e a - iy  20  y e a r s  m e  I R S  h a s  b e e n  p ro h ib i t e d  by la w  I 'o m  

i s s u i n g  a ny  g u id a n c e  r e g a 'd in g  e m p lo y m e n t  tax s t a t j S 1 

C o m m i s s i o n e r  R i c h a r d s  s a  d In 1 9 8 6  a n d  in 1 9 9 5  w h e n  th . s  

a u th o r  a t te n d e d  m e  W n ite  H o u s e  C o n f e r e n c e  o n  S m a l l  

B u s i n e s s ,  m e  e m p l o y e e  v e r s u s  c o n t r a c t o r  i s s u e  w a s  d i s c u s s e d  

at e r g t h  by  irate b u s i n e s s e s  o w n e r s  It a p p e a r s  mat the I R S  h a s  

at la st  h e a r d  o u r  c o m ;  amt in a M a r c h  1 8  a n n o u n c e m e n t  I R S  

C o m m i s s i o n e r  R i c h a r d s o n  s ta te  J . P e o p l e  h a v e  c o m p la in e d  

3 b o u !  t h e  u n ce r ta in ty  that r e s u l t s  f ro m  w o r k e r  c l a s s i f i c a t i o n  

u n d e '  : h e  (20) c o m m o n  law s t a n d a r d ( s i  y e !  w e  t in e  I R S >  are 

p r o h ib i t e d  <rc m  i s s u i n g  g u id a n c e  that s  m o r e  up to d a te  I 

b e l i e v e  that t h e s e  m t ia t iv e s  w e  a re  a n n o u n c i n g  to d a y  wilt he lp  

e a s e  s o m e  D ' e s s u r e s  that b o m  m e  D u s m e s s  c o m m u n i t y  and m e  

| R S  f a c e

T h e  I R S  a n n o u n c e d  c n  M a ' c h  1 9 9 5  tnat they a ' e  s „ s p e r a .na  e m p lo y e e - in d e p e n d e n t  

c o n t r a c t o r s  a u c  t s  for m e  n e « '  few  m o n t h s  a n d  m e /  n a v e  c e v e i o p e d  n e w  aud-t tra n m g  

m a n i a ' s  a n d  e m p lo y m e n t  :a-  audit  g u i d e l i n e s  A - s o  m e n d e d  m th i s  a n n o u n c e m e n t  i s  a let s  

m a r .e  a  d e a  s e t f ' c m e m  o * le r

■ V ' e f e ’ a w o rk e r  i s  d e ‘ n e d  a s  a~ e m p l o y e e  0’ n .d e p e r dent c o n t r a c io r  s  a m a v e r c ‘ a 

r o m p i e *  s e t  o* 2 C  c o m m o n  law f a c t o r s  p u s  n t e 'p ' e t a t 'u n s  by n u m e ' o u s  c o u d  c a s e s  B a :*-  r  

:■ c- a ' e  ~ j  s  m e c c u - s  a n a  I R S  audit t e a ^ s  w e r e  o v e rw h e ‘m e c  wit- m o u n t a in s  o' a u d -t s  

•e ated to  th e  d e f in i t io n  o '  an c y e e  A c~y w e n t  f ' o m  b u s i n e s s e s  i c  C a p . 'a  H ' l  a n d 

l o n g r e s s  p a s s e d  S e c t . o n  £ ; n  of : n e  R e v e n u e  * c t  o '  " 9 ~ 5  C c m p a n . e s  ' e c e w e d  a b r ie f  

- e p n e v e  f ro m  e m p lo y m e n t  : a » a ts u n i .  m e  .ate S C  s  a - d  ear  y g c  s  w e r  tne  I R S  b e g a n  re 

atfact-mg th e  e m p l o y e e  v e r s u s  c o n f r a c t o r  i s s u e  N ow  witr. m e  R S  audit  t e a m s  a g a m  D e .n o  .n 

a q u a g r r  -e o v e '  m e  s s u e  tne I P S  h a s  . 3 * e r  m e  '  : a t ive  to m y e  o e a r  y o e f .n e  e m p  ; . > e e  

ana fc  c Me r  t h o s e  b u s i n e s s e s  a ' ’ e a c y  u n d e r  a „ d ' '  an a f e m a h v e  m b a n k ru p tc y

" h e  m o s t  r e c e n t  s u s p e n s i o n  o * e m p l o y e e  v e r s u s  c o n f a c l o r  a u d it s  i s  to g iv e n  th e  I R S  t im e  to 

" a i r  a u d i t o r s  in ' ie td  o n  m e  n e w  m a n u a l  p r o c e d u r e  re la te d  to w o rk e r  r e c  a s s . f ' c a t i o n  T h e  

' a.n .Hg r a te '  a s  w  f o c u s  o n  d e fm m g  a n  e m p  o y e e  by d e te rm .n  n g  m e ^ o n u o  fn e  c o m p a  . 

h a s  o v e r  tn e  w o o e r s  T n e  m,ate ' a s  d . s c u s s  the  c o n t r o l  ‘a c i o r s  u n d e r m e  2 0  c o m m o n  aw

s t a n d a r d s  a n d  c u i d e '  a u d i o ' s  >n d e t e r m in in g  w h . c n  of t n o s e  2 0  ‘ a c t o r s  a *e  ' e  e v a n ;  T - e  i R S

d e f i e s  c e n t r e  a s

A n y o n e  w np  p e r' o r m s  s e r v i c e s  s  ar e m p  ^ e e  if you a s  an  e m p lo y e r  c a n  

c c n t ro w n a ;  w ii  o e  d o n e  a n d  h o w  it w ii  b e  d o n e  T r  s  s  s o  e . e n  , \ r e r , ou q .y e  

t r e  e m p i o . e e  t r e e c o m  o '  a c f c n  vVnat m a t t e r s  i s  mat you  n a ^ e  the e g a  ■.q''t 

c o n t 'o i  me m e t h o d  a n d  - e s u i t  o '  tne s e r v  c e s

A d-ah c o p y  o f  m e  n e w  m a n u a ;  o n  w o m e r  r e c t a s s ' t . c a f i o n  ra n  p e  o b ta in e d  *-ee W r ' e  D e a n  

I R S  S c h o o l  o f  T a x a t io n  C D  T x .  2 2 2 1  S  C la rk  S t  A n. '- .gton V /  2 2 2 0 2
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S a f e - H a r b o . '  R j i e s

S e e l  o n  5 3 C  df the R e v e n u e  Act  o f  1 9 " ?  p ro h ib i t e d  th e  I P S  by law from  ,<,S u n g  a n y  q u .d a n c e  

• e g a 'd m g  e m p lo y m e n t  :a >  s t a t u s  a n d  p r o p o s e d  s e v e r a l ' sa t e - n a r u o r  r u .e s  for c o m p a n . e s  w h o
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w e re  u n o e r  em p lo ym en t  tax aud it s  R o u g h ly  S e c t io n  5 3 0  p a s s e d  by C o n g r e s s  in 1 9 7 8  sa id  
i R $  la y  o f f  unt i1 we (C o n g r e s s )  d e f in e s  an  e m p l o y e e  H e re  13  y e a r s  la ter C o n g r e s s  h a s  not 

d e !m e  em p lo y e e  a r d  r .a s  p roh ib ite d  the i R S  f r om  issu ing  a n y  re g u la t io n s  on  m e  su b jec t

O .  er the y e a r s  m e  IR S  in te rp re ta t ion  o f  th e  s a fe -n a rbO '  r u le s  h a s  g o n e  f rom  l ib e ra l  to 
c o n s e rv a t iv e  in 1 9 ? 9  a n d  i 9 6 0  on  m o s t  e m p lo y m e n t  ta*  aud it s ,  me I R S  a l l o w e d  c om p a n y  s 
to fa l l u n d e r  me s a f e -h a r b o r  r u le s  But du r ing  (h t  e r a  o f  the  ' n o  n ew  t a x e s  m e  I R S  b e g a n  a 
u''ra c o n s e r v a t i v e  in te rp re ta t ion  o f  S e c l o n  5 3 0  a n d  it w a s  n e a r  im p o s s ib le  fo r  a n y  c o m p a n y  
unde r  IR S  em p lo ym en t  tax aud it  to  c la im  the  s a fe ty  of S e c t io n  5 3 0

On M a rch  18  the I R S  a n n o u n c e d  that they  a r e  e s tab l i sh in g  n ew  p r o c e d u r e s  m a t  will e n s u r e  
that au d i t o r s  p rope r ly  a p p ly  the t a x p a y e r  re l ie f  p r o v i s o s  unde r  S e c t ion  5 3 0  o f  th e  R e v e n u e  
Act of 19^8  The  n ew  po l icy  on  app lic a t io n  o f  the s a f e -h a r b o r  ru le s  will b e  m o r e  l ibe ra ' a n d  
a "ow  m o r e  c om p an ie s  t o  re 'y  u p o n  S e c t io n  5 3 0  s a f e  n a v e n s

fT) C0r Siting 1O5 P*-a 

By H o lm es F Crouch

Let s Make A Deal
T f e  m o s t  s ign if icant a s p e . l s  o f  me M a rch  18  a n n o u n c e m e m  o e la i i s  the two n ew  e x p e d i t e d  
p r o c e d u r e s  ‘ o r  c om p an ie s  w h o s e  ex is t ing  w o rk e '  c la s s i f ic a t ion s  a re  be ing  a u e s f ' o n e o  by the 
IR S

First th e  I R S  is e s tab l ish ing  new  p r o c e d u r e s  undc-r a r  op t io n a l  c i a s s i ' c a b o n  se t t lem en t  
p ro g ra m  ma t will a l low c o m p a n .e s  a n d  aud i to rs  'b ie s o iv e  c on t ra c to r  v e r s u s  e m p l o y e e  i s s u e s  
e a -' e r m  the audit p r o c e s s

F c  e x a m p le  c o m o a m e s  ma t feed  F o rm  1 0 9 9  In fo rm a t io n  R e tu rn s  but *a e d  to m e e 'm e  
o t t e r  tw req u i rem en ts  u n d e r  S e c t i o n 5 3 0  s a f e - n a m o r  ry .es c o u ic  r e c 'a s s i fy  theu  w o 'k e 'S  to 
e m p lo y e e s  p ro sp e ch v e iy  a n d  c a y  only a  sp ecT .ed  tax a s s e s sm e n *  n ; *  e x c e e d in g  o n e  y e a r  $ 
nap i*v The  am oun t  of the a s s e s s m e n t  w ou ld  d e p e n d  on  m e  ex ten t  tc w h c h  the c o m p a n y  has  
s a t s ' e a  m e  s a ' e - n a rbo r r e o u i ’ e m e m s  und e r  S e c t .o n  5 3 0

S e c o n d ' ,  the  iR S  h a s  e x p a n o e d  p ' o c e d u ' e s  d e v e . o c e c  last >ea r to anow c o m p a n .e s  to at 
m e  r op t io n  to a p o e a  e m p lo y e e  , e ' s j s  c o n t ra c to r  i s s u e s  to m e  iR S  Appeu 'S  func t ion  e v e n  
wn e a n  audit $ m p r o g r e s s  Tm s p ' o c e d j r e  wh ich  is a  p an  o '  the  t a x p a y e '  n g h fs  initiatives 
the i R S  a r n o u n - ’ d e a ^ e '  this ■. ea r  IS d e s ig n e d  tc re sp iv e  e m p l o y e e  v e ’ S c s  c o n t 'a c to r  s s u e s  
e a '  er m m e  aud '1 p r o c e s s

T a x  S a v v y  

f o r  S m a l l  

B u s i n e s s

e s  t>

B j  f  re?)e .r.C k W P j  I' y

T im e  L in e

. n M a ' c * ' 5  '99*5 m e  R S  b e g a n  a rwo y e a r  test  p e n p d  o f  m e  c la s s . '  cat on  s e 'b e m e n :  
b 'b d 'a m  A o n e  y e a rs  test o f  m e  e a r ly  ' e ' e n a  ;c A p p e a ' s  p ' o c e o i . r e s  ceg  ns o n M a rch  16

D u m g  m e  s u s p e n s i o n  o '  m e  e m p  ; , e e  v e r s u s  in d e p e n d e n t  c o ' t r a c t c  s  a j d  t s  m e  i R S  w >i b e  

r r g r  ng f i e o  o h  : e  p e r s o n n e  o r  m e  n e w  e x p e d i t e d  p r o c e d u r e s  for c o m p a n i e s  c u " e n t i .  u n o e r  

auav T h i s  author  b e l i e v e s  mat m e  b e c a u s e  th e  f a  n ng  r a s  ^1  t e e n  t u d g e t e c  for d u r in g  m e  

cu r re n t  f i s c a l  y e a r  m e  t ra in in g  w 1 not la k e  p l a c e  unti l  a f le r  O c t o b e r  i f 9 9 5  th e  b e g in n in g  of 

,K e  ' . e ■' '-SC3 y e a r ' s  b u d g e t  T n e  e f fe c t  o f  b u d g e t  c o n s t r a i n t  w . ' l  b e  to Put on n o 'd  a n y  

e x i s 1 . ng  a j  j  : s  c r a p p e a ;s  unti l after m e  t ra in ing  o '  f<e*d p e r s o n n e l  T n e  da te  o '  m e  t 'a m -na  w i 

> 3 ry a c r o s s  m e  co u n ty  D e p e n d in g  u p o n  o m e r  b u d g e ta ry  d e m a n d s  of ' o c a : c ' f i c e s

B o ftom  L m e

L 'noe ' m .s  n ew  policy m e  I R S  wn w a iv e  m uch  o f  the back t a . e s  ■: a s s e t s  mat c o m p a r e s  
o w e  F o r  m a n y  c om p an ie s  tnar h a v e  b e e n  c o n s is t e n t  n h ew  in e y  c la s s  K  their w o r k e r s  the 
:R S  w  let m e m  to sh  ft to e r  . p a y e e  s ta tu s  w ithout p en a l t ie s  <or p ' ox v e a 'S  Th .s  p cucy  is 
c on s is ten t  witn other -ecen t poucy  c h a n g e s  wh ich  fo c u s  or: ‘ u t j r e  c o m p s a n c e  ot c o m p a n i e s  
’ a the r  than  concen t ra t ing  heav i ly  o f  p un ishm en t  fo r  p a s :  n o n -c om p l i a n c e  wim tne  law s 
A lthough not a so lu t ion for e v e ' y  c o m p a n y  it is a  beg inn ing  step tc se t t lem en t

F o r  M o re  In fo rm a t io n

By F lenck W Daily
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C a n  m e  I R S  al 1 - 8 0 0 - T A X - F O R M  a n o  a s *  or P u b l i c a t io n  S 3 7  B u s i n e s s  R e p o r t in g  a n d  tor 

F o r m  S S - 8  in f o r m a t io n  fo r  U s e  in  D e t e r m in in g  W h e t h e r  a W o r k e r  i s  a n  E m p l o y e e  for F e d e r a l  

E m p lo y m e n t  T a x ^ s  a n d  I n c o m e  T a x  W ith h o ld in g  T h e  p u r p o s e  o f  th e  S S - 8  i s  fo r  w o r k e r s  a n a  

c o m p a n i e s  to a n s w e r  th e  q u e s h u n s  m a i l  th e  S S - 8  to the ir  S e r v i c e  C e n t e r  a n d  r e c e i v e  back  a 

P " 'v a ie  L e t t e r R u l in g  fro -i tn e  I R S  on  m e  s t a t u s  o f  the  c o m p a n y  s  w o r k e h s )  D o  not ta k e  

t h e s e  q u e s t i o n s  l igh t ly  S e c j r e  a c o p y  of th e  S S - 8  for y o u r s e l f  T h e  q u e s t i o n s  a re  w o r d e d  in 

s u c h  a w a y  that m o s t  all w o r k e  s  a r e  e m p l o y e e s  O c c a s i o n a l l y  m e  I R S  R e v e n u e  O f f i c e r s  

r e q u e s t s  that c o m p a r e s  c o m p l e t e  S S - 8  P r o f e s s i o n a l  tax  a d v i s e  s h o u 'd  b e  s o u g h t  b e fo re 

su b m it t in g  th 'S  o r  o t h e r  f o r m s  to t h e  I R S

W h o  I s  A n  E m p l o y e e 7

T h e  I R S  D e f in i t io n

T h e  In te rn a l  R e v e n u e  S e r v i c e  u s e s  t h e s e  c r i te r ia  to d e t e r m in e  w h e t h e r  a n  ind iv id u a l  i s  a n  

e m p l o y e e  o r  a ' 1 m c e p e n o e n t  c o n t r a c t o r  T h e  w o r k e r  s  an  e m p l o y e e  if

• Y o u  o r  your r e p r e s e n t a t iv e  t e n s  m e  w o r k e r  w h e r e  w h e n  a n d  h o w  *o work

• Y o u  (ram t r e  w o r k e r

• T h e  b u s  n e s s  p e r f o r m a n c e  d e p e n d s  o n  th e  w o rk e r

• T h e  \\or*er h a s  a c o n t in u in g  r e la t io n s h ip  w ith  the c o m p a n y

• T h e  w o r x e r  s  s e r v i c e s  m u tt  b e  p e r s o n a l l y  r e n d e r e d  b y  tne h im /n e i

• Y o u  s e t  Ih e  w o r k e r  s  w o rk h o u r s

• T h e  w o 'k e  w o r k s  o n  (he  e m p lo y e r  s  p 'e m  s e s
• Y o u  a e  p a id  b y  m e  h o u r  w e e k s  o r  m o n th

• Y o u  f u r n i s h  t o o  s  a n a  m a te r ia  s

• Y o u  c a n  f i fe m e  work e r  w ith ou t  v io la t in g  a co n t ra c t

• T n e  w o r - e r  h a s  a n g n t  to quit w i ln o u t  in c u r r in g  a liabil ity

• T h e  w o r k e r  d o e s  not o f fe r  th e  w o r k e r  s  s e n ^ i c e s  to  th e  pub nc  a! 3 r 3 e

• T n e  v\ -.rxer h a s  n o  o p p o h u n i t y  'o r  p r o ' ' o r l o s s  at a r e s u l t  o '  m e  w o r k e r s  s e u  ice

• T h e  w o r k e r  h a s  n c  s  g r , if cant in v e s t m e n t  n m e  b u s  n e s s

• >  ou  requ-re  m e  w o r k e '  fo  s u b m i t  c r a ! o r  wr it ten  r e p o r t s

• T h e  w o r k e r ’S  a  c o r p o r a t e  o f f i c e r

S e c t .o n  5 3 0  S a ' e  H a rb o r  R u i e s

S e c '  crn 530 p ' c v i d e s  c e H a  n t a ' e  r . a - r o '  r u l e s  if y o u  c o u ld  fai u n o e r  t h e s e  s a f e - h a r b c  ru i e s

’ h e  i R S  c o j ' O  ne t  r e - o e l in e  m e  w o r x e r  a s  a e m p l o y e e  in o e r e r a i  tr ,e

• c o m p a n y  t re a te d  'n m a v i d u a ' s  c o n s i s t e n t l y  a s  a  c o n t r a c t o r  a n d  th e

• c o m p a n y  w a s  t . full c o m p i . a n c e  Dy f i l ing  an re q u i r e d  to rn - s  s u r h  a s  F o rm t C 9 9  a n d  f
me

• c o m p a n y  c o u ld  re.'y o n  o n e  of "  -e e  b a s - s  for th e ir  p r a c t i c e  o '  c a r r y in g  th e  w o r k e r  a s  a 

c o n t r a c t o r

o  J u d i c i a l  p r e c e c e n j  (A c o u n  c a s e  in  th e  c o m p a n y  s  favor 

o  P a s t  i R S  Audit (A p a s :  R S  audit d e t e r m in e  tne w o rk e r  to b e  a co n t r a c to r )

: I n d u s t r y  P r a c t i c e  - T n e r e  s  a l o n g - s t a n d in g  r e c o g ' '  r e d  p r a c t . c e  o f  t re a t ing  s u e *  

w o r k e r s  a s  c o n t r :  •

• m e n  the I R S  c o u l d  not c n a n g e  m e  s t a t u s  ot m e  w o r k e  t o e m p ' . v e e

20  C o m m o n  Law F a c t o r s

f I n s t r u c t i o n s
2 Training
3  In te g ra t io n

4 S e r v i c e  r e n o e r e d  p e r s o n a l l y
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5 H ir in g  s u p e r v i s i n g  a n d  p a y n g  a s s i s t a n t s

6 C o n t in u in g  r e la t io n s h ip
•*1 S e t  h o u r s  ot  w ork

8 F u l l- t im e  w o rk  r e q u i re d

9 D o m g  w o rk  o n  b u s i n e s s  o w n e r  s  o r e m i s e s
10 A c c o m p l i s h i n g  work m c e r ta in  o r d e r  o r s e q u e n c e
1 1 S u b m i s s i o n  o f  o ra !  or wr it ten  r e p o r t s

1 2 M e t h o d  o f  p a y m e n t

1 3 P a y m e n t  o f  b u s i n e s s  o r  t ra v e l in g  e x p e n s e s
1 4 F u r n i s h i n g  t o o l s  a n d  e q u ip m e n t

1 5 S ig n i f i c a n t  i n v e s t m e n t

1 6 R e a l i z a t io n  o f  profit or l o s s

1 7 W o rk  for o n e  ent ity  at a time

1 8 O ffe r  the ir  s e r v i c e s  to th e  g e n e r a l  p u b l ic

1 9 R ig h t  to d i s c h a r g e

20 R ig h t  to t e r m in a te

P r e v i o u s  A r t i c le 1 N e x t  A rt ic le  

L i s t  of A r t i c l e s  by G r e t a P  H i c k s .  C P A

G R E T A  P H I C K S  C P A  and fo rm e r  I R S  m a n a g e r  c o n c e n t 'a t e s  in s o l u t i o n s  to  I R S  p r o b l e m s  

a n a  a a v . s e s  b u s i n e s s  a n d  tax p r o f e s s i o n a l  u r  I R S  p o l i c i e s  a n d  p r o c e d u r e s  M s  H i c k s  i s  o w n e '  

o f  " A X  S O L U T I O N S  In c  . a c o m p a n y  p r o v id in g  e d u c a t io n a l  m a t e r ia l s  a n d  p r o g r a m s  o n  

s o l u t i o n s  to I R S  p r o b l e m s  and i s  a n a ' i o n a l l y  K n o w n  s p e a k e r  a n d  w r ite r  o n  s o l u t i o n s  to  I R S  

p r o b 'p m s  T o  a r r a n g e  for c o n s u l t a t io n  c o n t a c t  q r e t a h i c k s c p a @ y a h o o  c o m  Greta s w eb site 
http_ w»avw q r g ta h i c k s  c o m

G reta  P H ic k s  C P A  M a m  A u t h o r s  R o w  M a in  1 H o m e

C h.cks
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L icensed Real Esta te A gen ts • Real Estate Tax Tips

M o st  real e s ta te  p r o f e s s i o n a l s  operate  their b u s i n e s s  a s  a s o le  p io p n e lo r sh ip  T h i s  m e a n s  

that you are not s o m e o n e ' s  e m p lo y e e  you haven't  lo rm e d  a p a rtne r sh ip  with a n y o n e  and 

you have not in corp ora ted  yo u r  b u s i n e s s

S ta tu to ry  N o n e m p l o y e e s

L i c e n se d  real e s ta te  a g e n t s  are  statutory n o n e m p lo y e e s  and are treated a s  s e l l  em p lo y ed  f or 

all Federa l  tax p u r p o s e s  inc lu d ing  in c o m e  a n o  em ploym ent ta » e s  it

• Substant ia l ly  all p a y m e n t s  I or their s e r v i c e s  a s  real e sta te  a g e n t s  are d irectly re lated 

to s a l e s  or other output rather than to the num ber of h o u r s  w orked

• The ir  s e r v i c e s  are p erfo rm ed under a written contract provid ing that they will not be 

treated a s  e m p lo y e e s  for Fed era l  tax p u r p o se s

t h i s  ca le g o ry  in c lu d e s  ind iv id u a ls  e n g a g e d  in appra isa l act iv it ies for real e sta te  s a ' e s  •( they 

earn in com e  b a se d  on s a l e s  or other output

Additional R e so u rc e s

Publication 1S-A E m p lo y e r  s  Su p p lem en ta l  Tax G u ide  (Supp lem ent to C i r c u ’a- E Em ploye r  s  

' a x  G u id e  Publ ication 1 5 )

hnp www irs.gov/busmtrs es.small industries urticle/O,,id-9S922,00 html ! I 2 2006
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18. M akin g  Servic* Available to General F u b l k -  Does the worker offer 
services to the public? The fee' that * worker makes his or her serv­
ices available ro thj general public on a regular and consistent basts 
indicates an tndr,»endent contractor relationship.

19. Rjght to Discharge. Can the worker be fired? The nght to discharge 
a worker is a factor indicating diat th« worker it an employe# and the 
penon possessing the right ls the employer. An employer exercises 
conctol through the threat of dismissal, which causes the worket to 
obey the employer's instructions. An independent contractor, on the 
other hand, cannot be fired as long ai the independent contractor 
produces a result that m ets the contract specifications.

20. Right to Terra ina t*. Can the worker quit w ithout Incurring liab ility ’
If the worker has the nght to end hts or lu*r relationship with the 
person for whom the services arc performed at any tune without 
incurring liahliiry, an employer/employee relationship exists.

These are the factors the IRS has used when determining whether a real 
•state salesperson is an employee or common-law independent contractor 
Some ajcamples of how these factors have been applied can be found in the 
jummanes of relevant case deCUiorj; and private letter ruJmos In the 
Appendix.

Th« Federal 4‘Safa H arbor”  Rulo
.Also ol uiterest to real estate broken who desire to maintain a common- 
lau independent contractor relationship with salespeople Is the "safe 
harbor" provision under Sec con 53C of the Revenue Act ofl97S

Under this section, the IRS exempa independent contrnctors from the 20 
common law factor* if nil of the following three criteria are met-

1 • Individuals doing similar work have been onstsrentlv treated like inde­
pendent contractor* *ince December 31, 1977.

Die independent contractor never has been treared like an employee, 
and since December 31, 1978. 1099* have been hl«d for the inde­
pendent contractor



J’ ldrpmdrru Conrrarur\ m Roll tm tr ,4 Ouidf fv  Rnk MffrujBmeru

3. There was a reasonable basis for treating the worker us an independent 
contractor based on:

■ Similar judicial rulings. IRS rulings, or an IRS technical advice 
memorandum;

• Previous audits, m which a broker was not fined for treating workers 
doing jlmlJw work u  independent contractors; or

• Practice in the mdmm to neat such workers as independent
contractors.

Thja exemption does not apply to state Law requirement* auch as state 
income tax withholding, workers' compensation, and unemployment 
compensation. Nor docs it jpply to legal liability- for example, for tortious 
acts of the sales associate
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S t a t u t o r y  

I n d e p e n d e n t  C o n t r a c t o r  

( N o n - E m p l o y e e )

Due in pan to che difficulty rhar frequently arose In the application of the 
2C factors by the Internal Revenue Service, m 1982, under the Tax Equity 
and Ftfcal Responsibility Act iTEFRA), CongreM created a new category 
of independent contractor for federal tax purposes known as a “statutory 
non'employee" or “statutory independent contractor.’* It Is contained in 
Section 3508 of the Internal Revenue Code.

!n order to qualify as a statutory independent contractor, the following 
three cntcrta must be men

I. The sales associate must be a licensed teal e«rate agent.

2 Substantially ail of the sales associate's remuneration for the services 
performed as a real estate agent must be directly related to sales or other 
output rather than to the number of hours worked.

3 A written agreement must exist between the sales associate and the 
person for whom he or she works, which agreement must prov ide that 
rL« s*let awociare will not be treated as an employee with respert to 
such services for tederai tax purposes

This chrcc-part test la far leu complicated than the application of multi­
ple factors under the common law.

Licensure
The lie ensure rrquiremenr should be eas.lv sansfied by all real csare sales 
people in view of the license Law requirements In all states, temtone*. and 
the District of Columbia
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S ection 5 3 0  provides

HI SINESSF.S WITH 

RELIEF FROM FEDfcRAI 

EMPLOYMENT Ta>. 

OBI.IC-\T|ONS ir (. LRT a;•• 

REQL IH'MEMs -.Ft r
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W I W i l l  ln,e,n* 1 9f»*nur Servitt
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Y our business has been 
selected for an employment 
tax examination to 

determine whether you cotrcdly 
treated certain workers as indepen 

l| dent contractors Ffowexer. you 
w ill not owe employment taxes 

i for these workers, if you meet the 
re lie f requirements described 
below If you do not meet these 
re lie f requirements, the Ik > 
w ill need to determine whether 
the workers are independent 
contractors or employees and 
whether you owe employment 
taxes for those workers

Section 530 Relief Requirements:
To receive relief, you must meet all 
three of the following requirements

I. Rcasoncihle Hosts

First you had a reasonable basis 
for not treating the workers as 
employees To establish that you 
had a reasonable basis for not 
treating the workers as employees, 
x ou can show that

• You treated the workers as 
tndepende it contractor* because 
you knew that was how a s ign ifi­
cant segment of your industry 
t'eated similar workers, or

• You relied on some other 
reasonable basis For example, 
you relied on the advice of a 
business lawyer or accountant 
sshn knew the facts about 
your business

ll you did not hast a reasonable 
l a s t s  lor  treating the workers as 
independent contractors, you do 
not meet the re lie f requirements

I I .  S u b s l . i n t i x  c ( a i n s i s t e n t '  \

In addition, you land any predecessor 
busine si must have treated the 
workers, and any similar workers, 
as independent contractors II you 
treated similar workers as employees, 
tins relief provision is not axailah.r

• io u reasonably te.ied >n a court 
case about Federal taxes or a 
ruung issued to you bx the IRS. 
or

'tour business xxax audited t>\ 
the IKS at a time when you 
treated similar worke" ::v 
independent contractors and the 
IRS did not reclass ,’ x ih. se 
workers as employees, or

I I I .  R e p e l l i n g  ( ' o n s i s t e n c y

Finally, you must base itled Form 
lucid.MISC' lor each worker, 
unless the worker earned less than 
ShOO Relief is not axa lablc lor 
ar.y year you did not file the 
required Forms 1099-MISC If you 
filed the required Forrro ! 199-MISC 
for some workers, but not tor others, 
relief is not available for the workers 
for whom you did not file Forms 
10 .o MISC
77it / ACS examiner will answer an» 

questions \ou wav have about your 
eligibility for this relief
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Section 530
o f the

R evenue  Act of 1978
en titled  

C o n tro v e rs ie s  Invo lv ing  N\ h e th e r  Indiv id u a ls  a re  E m p lo y ees  
fo r P u rp o se s  o f  E m p lo y m en t T axes

S e c t i o n  5 3 0  f a b l e  o f  C o n t e n t s

[a)  I e m a n a t i o n  o f  C e r ta in  E m p l o y m e n t  Tax  Liability
• h ib i i toi i  At ta ins !  R e g u l a t i o n s  and  R u l i n e s o n  E m p l o y m e n t  S ta tu s  

i.ej D e f i n i t i o n s  
id )  L x c c p t i o n
( e j . S p e c ia l  Rules  Lor .Appl ica t ion i t Sec t io n

5 a  non 550 o f the Act of 1 v 6 26 L S C A See 34CD note Pub /. 95 -
600 as amended by Pub L vr.-P>~ See 9 (d , Dec 29 }9~9. 95 Slut 12~3 
Pub L 96-54!, See 1 Di. J9Su 9* Srai 5204 Pub J. v"-24lf fTax 
Equity and Fiscal Responsibility ActoJ 19S2; title II Stc 269>c J  i2) 96 
St a t 552. Pub L 99-514 y t l  J  ntlc W U  Sec r o t (a ) .  Oct 22 I9f>6. 100 
Slat 2095, 2~S1, Pub L I04-1S8 [Small Business Job Protection Act o f  1996/ 
Sec 1122 August 20 1996, provides that

(a) Termination of Certain Employment Tax Liability. [Top|

( I ) In  general.

(A )  for  p u r p o s e s  r f  e m p lo y  m e n t  taxes,  the tax paye r  d id not t reat  an in d iv idua l  as 
an e m p l o y e e  for any p e r io d ,  and

(H i in the case o f periods after December x 1. 1078. all Federal tax returns

ittp wwvv workers'atus com >3ute\t btml I 12 2006



(including infoimation returns) required to be filed b> the taxpayer with respect 
to such individual for such period are filed on a basis consistent with the 
taxpayers treatment of such individual as not being an employee,

then, lor purposes ol applying such taxes for such period vvith respect to the taxpaver, the 
individual shall be deemed not to be an employee unless the taxpayer had no reasonable 
basis for not treating such individual as an employee

(2) S ta tu to ry  standards p ro v id ing  one m e thod  o f  sat is fy ing the requ irements  o f  
p a ra g rap h  (1).

- For purposes of paragraph (1), a taxpayer shall m any case be treated as having a 
reasonable basis for not treating an indiv idual as a i employ ee fur a period il the taxpav er's 
treatment of such individual for such period was in reasonable reliance on am of the 
following

(A) judicial precedent, published rulings, technical advice with respect to the 
taxpayer, or a letter ruling to the taxpaver,

(H) a past Internal Revenue Service audit o f the taxpayer in which there was no 
assessment attributable to the treatment (for emplov ment tax purposes) o f the 
individuals holding positions substantially sinrlar to the position held by this 
individual, or

(C ) long standing recognmed practice of a significant segment of the industry in 
which such individual was engaged

(31 C o n sis ten cy  re q u ire d  in th e  case  o f  p r io r  tax tre a tm e n t.

- Paragraph 11) shall not apply with respect to the treatment of any individual for 
employment lax purposes for any period ending after December 31, 1978, if the taxpav er tor 
a predecessor; has treated any individual holding a substantially similar position as an 
employee for purposes of the emplov men! taxes for am period beginning after December '!
1977

(-1 ) Refund or credit of ov erpay ment.

- I f  re fu n d  or c red i t  o f  a n y  o v e r p a y m e n t  o f  a n  e m p l o y m e n t  tax  re su l t i ng  f ro m  the  a p p l i c a t i o n  
o f  p a r a g r a p h  1 1) is not  p a r r e d  o n  the d a l e  o f  the  e n a c t m e n t  o l  this A c t  (New 6. I 9 7 8 )  bv anv 
law o r  rule o f  lavv. the p e r i o d  for  t i l ing  a c la im  . r rc l u n d  or  c red i t  of  s u c h  ov e rpay m e n t  t to 
the  e x te n t  a t t r i b u t a b l e  to the  a p p l i c a t i o n  o f  p a r a g r a p h  ( 1 1) shal l  no t  e x p i r e  b e f o r e  the d a t e  I 
y e a r  a f te r  the  da te  o f  the e n a c t m e n t  o f  thi s  A ct  ' N o v  6. 1 ^ 7 8 )

(b)  P r o h i b i t i o n  A g a i n s t  R e g u l a t i o n s  a n d  R u l i n g s  on  E m p l o y m e n t  S t a t u s .
| T o p  |

- N o  r e g u l a t i o n  or R e v e n u e  R u l i n g  sha ll  be p u b l i s h e d  on or  a f te r  the  da te  o f  the e n a c t m e n t  o f  this  Act 
(N ov  6. 19 7 8) and  be fo re  the e f f e c t i v e  d a te  o f  any law h e r e a f  cr e n a c t e d  clarify m g  the  e m p l o y m e n t  
status o f  in d iv id u a l s  fo r  p u r p o s e s  o f  the  e m p l o y m e n t  taxes  by the D e p a r t m e n t  o f  the  Tr easu ry  ( in c l u d i n g  
the  In te rn a l  R e v e n u e  S e r v i c e )  wi t h  re spec t  to the  e m p l o y m e n t  s ta tus  o f  any in d i v i du a l  for  p u r p o s e s  o f  the 
employ  m e n t  taxe.

~ £ 01
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(c) Definitions. [Top)

- For purposes of this section *

(1 ) Emplov m e n t  lax .  - flie term em p lo y m en t tax m eans  any tax im posed  by subtitle  C  of  
the Internal R evenue  C o d e  o f  1986 (form erly  I R C  195-4. section 3101 et scq o f  th is  title)

(2) E m p lo y m e n t  s ta tu s .  - The term  'em ploym en t s tatus’ m eans  the s tatus o f  an  individual,  
under  the usual c o m m o n  law rules app licab le  in de te rm in ing  the e m p lo y e r -e m p lo y c .  
re la tionship , as  an  em p lo y ee  o r  as an independen t contractor to r  o th e r  individual w h o  is not 
an em ployee)

(d) Exception. (Top)

I his section sha 1 not apply jn the case ol an indiv idual who, pursuant to an arrangement between the
taxpayer and another person, provides services for such other person as an engineer, designer, drafter.

computer programmer, systems inalv st. or other similarly skilled worker engaged in a similar line of  
work

(e) Special Rules For Application of Section. [Top]

(1) N O TIC E OK AVAI LABI LI TY O F SECTION

- An v flicer or employee of the Internal Revenue Service shall, before or at the 
commencement o: any audit inquiry relating :o the employment status of one or more
indiv iduals who perform services for the taxpayer, provide the taxpayer with a written notice 
of the pro', istons oj this section

(2) R I L E S  R E L A T IN G  T O  ST A 11 TOR X STA N  PARLES

- For purposes of subsection (a)(2) -

I A)  a taxpayer may not rely on an audit commenced after December 31.  1°90 .  
for purposes of subparagraph (B) thereof unless such audit included an 
examination tor employment tax purposes of whether the individual involved 
ior any indiv idual holding a position substantially similar to the position held by 
the individual involved) should be treated as an emplovee of the taxpayer.

iB) in no event shall the significant segment requirement of subparagraph tC) 
thereof be construed to require a reasonable showing of the practice of more 
than 25 percent of the industry (determined by not taking into account the 
taxpayer), and

it ) in apply ing the long-standing recognized practice requirement of 
subparagraph (C) thereol-

(i) suJi requirement shall not be construed as requiring the piacitce 
to have continued for more than 10 years, and

( i i)  a practice shall not laii to be treated as long-standing merclv 
be ause su^h macliee began after 1978

http www workerstatus conv530text him 1/12/2006



(3) A V A I L A B I L I T Y  O F  S A F E  H A R B O R S

- Nothing m this section shall be construed to provide that s u b s e c t io n  (a) only applies wnci? 
the individual involved is otherwise an employee of the taxoaver

(4) B l'RDEN  OF PROOF-
(A) IN GENERAL

- II-

(i) a laxpayei establishes a prima facie case that it vvas reasonable 
not to treat an individual as an emplov ee for purposes of this 
section, and

(ii) the taxpaver has lully cooperated with reasonable requests from 
the Secretary o f the Treasury or his delegate,

then the burden of proof with respect to such treatment shall be on the Secretary

(B) EXCEPTION FOR OTHER REASONABLE BASIS

- In the case o f am issue involving whether the taxpayer had a reasonable basis 
not to treat an individual as an employee for purposes of this section, 
subparagraph i A) shall only apply for purposes o f determining whether the 
taxpayer meets ’he requirements of subparagraph (A), (Bi, or (C) of subsection 
(a 1(2)

(5) PR ESERV A TIO N  O F PRIOR PERIOD SAFE HARBOR

- 1f-

• A ) an individual would ib it for the treatment referred to in subparagraph (Bit 
be deemed not to be an employee of the taxpayer under subsection • a ) for any 
prior period, and

IB) sui. h indiv idual is treated by the taxpayer as an emplov ee for employ ment 
tax purposes lor any subsequent ported,

then, for purposes of applying such taxes tor such prior period with respect to the taxpaver, 
the individual shall he deemed not to be an emplov ee

(6 ) SUBSTANTIALLY SIM ILA R PO SITION

- For purposes of this section, the determination as to whether an indiv idual holds a position 
substantially similar to a position held by another individual shall include consideration of 
the relationship between the taxpayer and such individuals

| End of Section 530, as amended |

Editor's AY>tc:
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Section 530(d). add ed  by Section  /  706(b) o f  Pub L 99-5 /4  applies to rem uneration  p a id  a n d  services  
rendered after D ecem ber 51, J9S6 Source Pub L 99- 5/4

2 In genera/, amendments made by Section 550(e). added by Section 1 ) 2 2  o f  Pub L 104-188 / Small Business 
Joo Protection Act o f  1996] shall apply to periods after December 51 1996 NOTICE BY I STERNAI 
RJ l„Er?r-CJ I ERl E ’ ^ ec,,on -40(e)(1) shall apply to audits which commence after December 51 19%  
b i b  DE. OF PBOOf- - IS CES EfUL - Section 550(e)(4) shall apply to disputes involving periods after 
December 51. J 996. S'O ISFERENCE - Nothing in the amendments made by this section shall be construed to 
infer the proper treatment o f  the burden o f  proof with respect to disputes involving periods before January / 
1997 Source Pub L 104-188

IJopj
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TITLE 76 fNTERNAL REX ENL'E CODE 
SUBTITLE C EMPLOYMENT TAXES AND COLLECTION OF fN'COME TAX'

c h a p t e r :? g e n e r a l  PROVISIONS r e l a t in g  to  e m p l o y m e n t  t a x e s  a n d  c o l l e c t io n  of
INCOME TAXES AT SOURCE 

GOTOCODE ARCHIVE DIRECTORS FOR THIS JURISDICTION

76 LSCSS  (2005)

| 3508 Ticdimcn of real cstaie agents and direct sellers

tat General .ulc Tor purposes of this title, m the case of services performed as a qualified real estate agent or as a direct 
seller

(I) the individual performing such serv ices shall not be treated as an cmpfuvce. and 
(7) the person for whom such services arc performed shall riot be treated as an employer

I hi Definition:. For pu-poses of ll s section 
111 Qualified real estate agent ts,c |crT1 • -j rea| Cj;j|e ag.m means an .ndividual who is a sales person if— 

i A ' such in J is idual is a licensed rea1 estate agent
iH substantially all of the tem'ineration (whether or re t paid in cash) for the services performed hy such individual 

as a real estate agent 1 directly related to sa es or other output deluding the prtlonr.ance of serv tcev) rather than to the 
njmher of hours w rr.ed and

iC) the sen ice performed hy the individual are performed pursuant to a written contract between such rndiy idual and 
the pe-son for whom the servic- are performed and such contract pros ides that the indiv iJua, will not be treated as an 
ernpiovee wuh respect to su*h services for Federal ta> purposes 

17 I Direct seller 1 he term "direct seller" means any person if— 
t A i such person

tty is engaged in tne trade or business o: selling or soliciting the sa e cf consumer products to any buyer or a buy- 
seil basts a deposit-comrrmsion basis or any similar basis which the Sec-ctar. prescribes bs regulations, for resale ibs 
the btiscr or any other person) in the home or otherwise than in a permanent retail establishment,

. it is engaged in tne bade or busmess of se'Lng ipr soliciting the sa e of consumer pioductv in tne home or 
otherwise than in a pemiancnt retail es'ablisf cnt or

(hi) 'S engaged in the fade or business of the delivering or distribution of newspapers or shopping news (including 
ans se'v ucs directly related f such faJe or business i

iB substan.ia.,y a tne rcrriunerj' • (w!.ether or not paid tr cash fo* the pet fonriancc of the services described in 
subparagraph (A i is dtrecliy related to sales or olher Output (including Die pctfomian̂ e of srr>iccs) rather than to Ihe 
number of hours worked and

it the cervices pcr.urmcd tv the person are performed pursuant to a vviilten contract herwecn such person and the 
person for whom the service'- are performed and such contract provides that the person w ,| not be treated as an employee 
•viih ffspcfl to suc h services ty>: Fcdcrat • <x purposes 

(3r C-.ordination with rctircmenr plans for self-employed Thrs stct.on shall not applv for purp.-.rv of subtnie A 
I * USy. S St 1 c: scq ) to the c> lent that l he indiv .dual '■ ucated as art employ ee under seel.on -5 -1 re l( I ■ J St L 5C.S c 
<0! c V! (relating to self-emplovrd individual' i



26 USCS § 3 508
Page :

(Added Sept 3 196: PL -.S, Title II, $ 269(a). 96 Stat 551 Aug 20. I996.PL 104-166 Title I  ̂ 1116:4' 110 
Shi 1764 )

H IS T O R V  ANCII I AHV I .A W SA N D  D IRECT IV  ES

Amendments
In I996.PL 104-186. Sec 1118(i) (applicable io services performed after 12 JI 95, as provided by See Ill8 (b i, 

which appears as a note to this scctionl. amended subsec (bl(2nA) b> deleting of" at the end of cl (t). inserting "or at 
the end of cl (ni and adding <J (in)

lr. I982.PL 97-246. Set 2o9(a), added Code Sec 3508, effective for services performed after 12 31,'82 

Other provisions
Rules and regulations. Act Sept 3. 1962. PL 97-248. Title II. $ 269(c)(3). %  Stat 553, provides \oth.ng in 

section 530 of the Revenue Act of 19"6 126 USCS j  H O I note) shall be construed to prohibit the implementation of the 
amendments made hy this section (enacting this section, amending 4.- USCS i * ,'0  and 26 USCS i H O I note)" 

Application of Aug 20. !99(. amendments. Ad Aug 20. 1996, PL 104- Ibg. Title I. Subtitle A. § 11 I8(bk 10 
Slat T M  provides The amendments made by this section (amending sub<ec (b)(2)(A) of this section) shall -ply :c. 
services performed after December 31. 1995 ‘

N O IL S
Rcla’rd Statute* A Rules

1 his section is referred to m 42 LSCS; 4/()

Research Guide
Am Jur

35 Am Jur 2d. Federal Ta* Enforcement £ lr>3
3’ A Am Jur 2J Federal Taxation 12005 > U. 9161 950 n 9<i6t 9610, 9g |;
~C'A A t Ju> 2a  S. a lS tcu n r. and Medua>e f t  2X6, 2h8. 259.

Laboi and Employment
.,1 Labor aru tmp,o,men‘ Law 1 Matthew Bender I, ch 7M, fcrrns Conditions Privileges Ol cmplovmen and 

InJcprndeni Contractor Status { 26 O'

In'eTrrtivr Notes and Decisions 
I Generally 2 "Consumer products

1 Generallv

Telemarketers and delivers personnel wn. market gourmet food products bv telephone or personal sales, are 
compensated -nlely on commissions and serve under vernier, agreement that thev arc not treated as emniovce lor 
employment tav purposes, a-e direct sellers, it s not necessary that copies of each written .ontraci be produced and it is 
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Consumer products' for purposes of L 3506 in. ,ude both tangible cr , ,umrr goods and n'angible .onsu...er services, 
consumer ptuducrs include home srudv educational coutses for instructiun-by-mail rducatrona. institute accordinglv 
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Definition ' consumer produvt includes both tangible consumer goods and intangible consumer servi.es and
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accordingly persons w ho sell home study educational courses sell consumer products Cleveland Inst of Electron,cs i 
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Sales personnel who sell cable television subsenpt.ons qualify as direct sellers and are property .rcated as independent 
contractors since cable television subscriptions qualify as consumer products P Corp v Untted States (1994 V D  

Flat C L H  Unemployment Ins Pep P I4033B 94-2 USTC P 50380. 74 AFTR 2d 5620 94 1 N'T I 56-34 magistrates 
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Specialty advertising products, such as pens, key chains, coffee mugs, and like distributed by business as form of 
advertising are not consumer products since personal or houvchold use of item is subordinate to its purpose of convev mg 
advertising message Private Letter Ruling 9143046





DATE: 4/7/06

DATE TURNED 
IN TO OFFICE:___________

SENATE COMMITTEE REPOR

FU R TH ER : Judiciary

Labor and Commerce Committee considered CS FOR HOUSE BILL NO. 439(L&C) am

HB 439 INSURANCE PRODUCT REGULATION COMPACT

"An Act relating to authorizing the state to join with other states in entering into the Interstate Insurance 
Product Regulation Compact."

and recommends:

[ ] be replaced with 

[ ] adopt previous _

[ ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral to ________

Committee

Commit+ee

CS Senate Bill:
[ ] Same Title 
[ j New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR#_______

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

[ ] APPROPRIATION - no fiscal note



ALASKA STATE HOUSE OF REPRESENTATIVES

Contact:
Inlcrim Address:
3340 Badger Road 
North Pole, AK 99705
(907)-488-5725 
Fax# (907)-488-4271

(907)-465-3719
PAXtt (V07>-465-3258
State Capitol 

Room 204

Session

R E P R E S E N T A T I V E  J O H N  C O G H I L L

H B 439 C om pa ris o n o f B il l V e rs ions

Changes made to original bill by the Labor S Commerce Committee Substitute: 

Page 23. Line 17:

Deleted Sec. 2. Added language to AS 21.45.010 applicability in Chapter 
45 “Life Insurance and Annuities” that allowed provisions o f Chapter 45 to be 
“entirely superseded” by provisions adopted under the Interstate Insurance 
Product Regulation Compact.

Page 23, line 21:

Deleted Sec. 3. Added language to AS 21.51.010 applicability in Chapter 
51 “Health Insurance Policies” that allowed provisions o f Chapter 51 to be 
“entirely superseded” by provisions adopted under *' e Interstate Insurance 
Product Regulation Compact.

Page 23, line 25:

Section 4 is renumbered as Section 2.

C h a n g es  m a d e  to the bil l

.I IS



ALASKA STATE HOUSE OF REPRESENTATIVES

Contact:
Inirrim Addrt»:
3340 Badger Road 
North Pole, AK 99705
(907)-488-5725  
Faxtf (9 0 7 ) -4 8 8 -4 2 / l

(907)-465-3719
FAX# (907M65-J258

State Capitol 
Room 204

Session

R E P R E S E N T A T I V E  J O H N  C O G H I L L

HB 439 Sectional Analysis

Section 1. Adopts the Interstate Insurance Product Regulation Compact.

By adopting the compact the state enters into an agreement with other states to develop 
uniform standards for insurance policies, provide a central clearinghouse for review and 
approval o f insurance policy forms and to coordinate regulatory resources between state 
insurance departments. Section 1 includes the compact wording.

The compact:

Article I, sets out the purpose o f the compact.
(1) Promoting and protecting the interests of consumers o f  life insurance, disability 

income and long turn  care products.
(2) Developing uniform standards.
(3) Establishing a central clearinghouse for insurance product review
(4) Giving regulatory approval to insurance products and advertisements.
(5) Improving coordination and expertise among members.
(6) To create the Interstate nroduct Regulation Commission.
(7) To perform related functions consistent with State regulation of the business of 
insurance.

Article II, is the definitions section.

Article III, establishes the Interstate Product Regulation Commission and venue.

.Article IV, sets out the powers o f the Interstate Product Regulation Commission.

Article V, sets out the organization of the Interstate Product Regulation Commission.

Article V], sets out participation in and scheduling o f meetings o f  the Interstate Product 
Regulation Commission.

Article VI1. sets out the rules and operating procedures: rulemaking functions ol' the 
Interstate Product Reuulation Commission opting out o f  uniform standards.

Se c t io n a l Ana lysis



.Article VIII, provides for Management of Interstate Product Regulation Commission 
records and enforcement of u>i mission rules.

Article IX. sets out how disputes will be resolved.

Article X, provides for insurers to make filings with the Interstate Product Regulation 
Commission.

Article XI, provides an appeal procedure for disapproved filings.

Article XII, Sets out how the Interstate Product Regulation Commission will be financed 
and conduct their financial business.

Article XIII, Defines when the compact and how the compact becomes effective.

Article XIV, covers withdrawal, default and termination by members.

Article XV, is the severability section.

Article XVI, covers the binding effect o f the compact and enforcement o f other laws.

Section 2. Amends AS 21.53.010 to approve sale and advertising of products in Alaska 
that have been approved by and comply with the Interstate Compact under AS 21.42.700.



ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:
3 3 4 0  B a d g e r  R o a d ,  S u i t e  29 0  
N o r t h  P o l e ,  A K  9 9 7 0 5
f907)-488-5725 
Fax# (907)-488-472I

Session Contact:
(907)-465-3719
FAX# (9071-465-3258
S t a t e  C a p i t o l  

R o o m  2 0 4

R E P R E S E N T A T I V E  J O H N  C O G H I L l

H B  4 3 9  S P O N S O R  S T A T E M E N T  

In ters ta te  Insurance  P ro d u c t  Regu la t ion  A c t

This bill adds Alaska to the other twenty states that have already joined together in the 
interstate Insurance Product Regulation Act. Life insurance, annuities, disability income, and 
long-term care products for the most part must be approved by each state before they are 
marketed. In addition the states have differing requirements for the structure o f these products, 
so products must be revised to meet each individual state’s requirements before they are 
approved for sale. Consequently, it is expensive and time consuming to market new insurance 
policies or products as compared to competitors in the financial sendees marketplace who are 
federally regulated.

House Bill 439 would enhance state regulation o f insurance by creating a Commission 
governed collectively by t..c states that would scn'e as a single point o f filing for specified 
insurance products, and that would establish uniform, national standards for those products. 
Such a system would benefit consumers and state government as well as the insurei . 
Consumers will benefit from strong, uniform national product standards. The quality o f 
product review will be enhanced as experienced staff will review the filings, thereby enabling 
regulators to devote more time and resources to monitoring for problems in the marketplace. 
The public will have more timely access to innovative insurance products. Importantly the 
state retains the nght to opt out o f certain adopted standards if a need is determined.

Alaska is among seventeen states with legislation pending.

The House amended the legislation on the floor on page 23, lines 15 through 25. The language 
makes policy for the state to opt out of a compact that adopts lower levels of consumer 
protection than are in state law.

I

S p o n s o r  S t a t e m e n t
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FISCAL NOTE
S T A T E  O F  A L A S K A

2006 L E G IS L A T IV E  S E S S IO N

Revision Dale/Time (Note if correction):________
Title In su ra n ce  Product Regulation Compact

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

C S H B  439(L& C )

3/28/06

C om m erceDept. Affected:

; r d u

C om ponent In su ra n ce  Operations

In su ra nce  ( 1 1 6 )

S p o n s o r

R e q u e ste r
Coqhill

Labor & C o m m e rce

Expenditures/Revenues
Note: A m c j n t s  do  not include inflation u n le s s  o therw ise  noted below

Component No. 
(Thousands of Dollars)

354

O P E R A T IN G  E X P E N D IT U R E S FY  2007 F Y  2008 FY  2009 F Y  2 0 10 FY  2 0 1 1 F Y  2 0 1 2

P erson a l  S e r v i c e s  

Travel 

Contractual 

Su p p l ie s  

Equipment 

Land & Stru ctu re s  

G rants  & C la im s 

M i sc e l la n e o u s

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

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

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

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

1002 Federal R e ce ip t s

1003 G F  M a '-h

1004 G F

1005 GF/Program  R e c e ip ’s  

10 3 7  GF/M enta l Health

Other (Specify Type-Do nol abbreviate)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

E s t im a te  o f  a ny  cu r re n t  year (FY2006) c o s t :  0.0____
Mark t h i s  b o x  (X) if fu n d in g  fo r  t h i s  bil l  i s  in c lu d e d  in the G o v e r n o r ’s  F Y  2007 b u dg et  p r o p o sa l :  

P O S IT IO N S

Full-time

Part-time

Tem porary . _

A N A L Y S I S :  (Attach a separate page it necessaryI

This legislation authorizes the state to join with other states entering into the Interstate Insurance Product 
Regulation Compact and authorize0 the compact to supersede existing statutes by approving standards, 
rules, or other action under the terms on the compact. It will not have a financial impact on the operations of 
the division

Prepared by: Linda S  Hall. Director______________________________________________________  Phone 907-269-7900

Div is ion In su ra nce  Date/Time 03/02/06 8 :4 7 A M

Approved by: William C. Noll. Commissioner_____________________________  Date 3/3/2006
Agency Commerce, Community and Economic Development____________

(Revised 9/7/2005 OMB) Page 1 of 1



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

2006 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note if correction):__________
Title In su ra n ce  Product Regulation Compact

Dept. Affected:

| R D U  _________

Com ponent _________

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

1
C S H B  439(L& C )

3/3/2006

D C C E D  - Div o f  In s

S p o n s o r

R e q u e s te r

R ep . Coghil l

H o u se  Labor & C o m m e re ce

E xp end i tu re s / R eve nue s

Com ponent No. 

(Thousands of Dollars)
Note: A m ounts  do not inc lude inflation u n le s s  o therw ise  noted below

O P E R A T IN G  E X P E N D IT U R E S F Y  2007 F Y  2008 FY  2009 F Y  2010 F Y  2 0 1 1 F Y  2 0 12

P erson a l  S e r v i c e s

Travel

Contractual

S u p p l ie s

Equipment

Land & Structure s

G ra n t s  & C la im s

M isc e l la n e o u s

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

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  '  )

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

10 0 2  Federal R e ce ip t s

10 0 3  G F  Match

1004 GF

10 0 5  G F/Program  R ece ip t s

10 3 7  GF/M ental Health

Other (Specify Type-Do not abbreviate)

T O T A L 0.0 0.0 0 0 0.0 0.0 0.0

E s t im a te  o f  a ny  c u r re n t  ye a r  (FY2006) c o s t : 0 0

Mark t h i s  b o x  (X) if fu n d in g  f o r  t h i s  bi l l  i s  in c lu d e d  in the G o v e r n o r ' s  F Y  2007 b u dg et  p r o p o sa l :

P O S IT IO N S

Full-time

Part-time

Tem porary

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

Prepared by:
Division
Approved by:
Agency

Rep. Tom Anderson. Chair Phone 465-4939
House Labor & Commerce Committee Date/Time 3/1/06 12:00 AM

Rep. Tom Anderson Date 3/1/2006
House Labor & Commerce Committee

(H om ed 9/7/2005 OMB) Page 1 of 1





DATE. 4/i

Labor and Commerce Cbn^mSee'?orisidereci CS FOR HOUSE CONCURRENT RESOLUTION NO. 4(JUD)

HCR 4 METH WATCH PROGRAM
r«. * * \ 7 ‘ 4*. *' Izf-** 7X  CJ j  . T. ■ ,
Encouraging the establishment of a methamphetamine watch program.

and recommends C S S e n a t e  Bill
{ ] Same Title 
[ ] New Title[ ] be replaced with

[ ] adopt previous S C S  H o u s e  Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR#_____

[ ] attached amendment(s)

[ ] .adopt Lettef of Intent by Committee

’[ ] further referral to Committee

NEW  FISCA L N O T E (S) P R E V IO U S  FISCA L N O TE (S)

[ ] APPROPRIATION - no fiscal note

C ha ir



^ote Amounts do not include inflation unless otherwise noted below 
OPERATING EXPENDITURES_______ FY 2007 FY 2008 f
Personal Services __________________________
Travel __________________________
Contractual __________________________
Supplies __________________________
Equipment __________________________
Land & Structures_____________________________________________
Grants & Claims __________________________
Miscellaneous_____________________________________________

FY 2010

T9TAL OPERATING

Full-time
Part-time
Temporary

A N A L Y S I S :  (Attach a sept'ate page if necessary)
The DHSS, Division of Behavioral Health believes the intent of this resolution can be reached 
within the existing funding base we currently have for prevention and early intervention 
services. As we work with communities as they identify and establish appropriate progrmming 
for their community, a Meth Watch Program would be a viable programming choice. If federal 
funds become available to help support addition prevention efforts related to Methanphfamine 
use, abuse and dependency, we will consider applying for such funding, as it fits into our 
existing programming efforts.

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

20 0 6 L E G IS L A T IV E  S E S S IO N

Revision Dale/Time (Note if correction):
ESTABLISHMENT OF A METHAMPHETAMINE
WATCH PROGRAMTitle

Sponsor 

Requester 

Expenditures/Revenues

Fiscal Note Number 
Bill Version:
( ) Publish Date

Dept Affected:

RDU Behavioral Health

HCR004-DHSS-DBH-04-18-06

Health & Social Services

Component CAPI Grants

RAMRAS

HOUSE (JUD) Component No. 

(T h o u san d s  of Dollars)

Estimate of any current year (FY2006) cost: __________  __________
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: I I
POSITIONS

1004 GF
1037 GF/Mental Heaith 
Other(Specify Type-do not abbreviate) 
Other(Specify Type-do not abbreviate)

ICAPITAL EXPENDITURES 

ICHANGE IN REVENUES (0)
FUND SOURCE__________
1002 Federal Receipts
1003 GF Match

Prepared by L. Diane Casto__________________________________________________ Phone 907/465-1188
Division Behavioral Health_________________________________________  Date/Time 04/18/2006

Approved by: Karleen Jackson. Commissioner________________________  Date 04/18/2006
Agency Department of Health and Social Services_________________

(Revued 9/7 2005 OMB) Page 1 of 1



R epresen tative  Jay  Ram ras 
Co-C tair, H ouse R esources 

Co-Chair, Econom ic Develop. 
Tourism  & Trade 

H ouse  S tate  Affairs 
119 N. Cushman St. Suite 207 

Fairbanks. Alaska 99701 
Phone: (907) 452-1088 
Fax: (907)452-1146

A la s k a  S ta te  L e g is la t u r e While in Session 
State Capitol, Room 104 

Juneau , Alaska 99801-1182
(907) 465-3004 
Fax: 465-2070 

Toll Free: (877) 465-3004

House District 10

House of  Representatives

Sponsor Statement 

House Concurrent Resolution No. 4 
Version 24-LS0693\F

Throughout the past decade there have been a number o f public awareness programs, which have 
educated communities about the dangers of alcohol and drugs. Meth Watch is a voluntary 
program started in Kansas as a public/private partnership in 2001. Meth Watch educates 
communities about the perils o f methamphetamine. Today, twelve states have implemented a 
Meth Watch program. Although a relatively new campaign, since its implementation, states 
have reported reductions in the number o f methamphetamine laboratories, and have seen a 
unification o f grant programs that fund the education of communities; particjlarly parents, 
teachers, and others that work with youth.

The Meth Watch program engages retailers, law enforcement officials, schools, state and local 
agencies, and other key partners in reducing the diversion o f precursor products for the 
manufacturing of methamphetamine, and increasing awareness about methamphetamine’s 
dangers. The program is also instrumental in educating students and teachers in our schools and 
communities.

House Concurrent Resolution No. 4 urges that the Meth Watch program be implemented in the 
State of Alaska, by applying for available grants, and encouraging and assisting communities to 
apply for funding from both government and private sources.

ak.us

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



«N CA DD
National Council on Alcoholism and Drug Dependence
Juneau Affiliate
211 4th Street, Suite #102
Juneau. AK 99801

April 6, 2005

Representative Jay Ramras 
State Capitol
Juneau. Alaska 99801-1182 
RE: HCR 4

Dear Representative Ramras:
NCADD is grateful for your sponsorship of House Concurrent Resolution No.4 
which encourages the establishment cf a methamphetamine watch program.
One of our most profound responsibilities as parents, as public officials, and as 
citizens is helping to keep our youth safe from illegal drugs. Unfortunately, 
communities across Alaska have become home to methamphetamine 
manufacturers and dealers who prey on our young people.
Alaska's methamphetamine problem is especially worrisome because it is easy 
to make, easy to buy, and extremely addictive. Only through sustained and 
vigorous efforts on the part of all Alaskans, including community leaders, are we 
going to be able to eliminate the threat posed by these drugs
Your work to bring awareness to this growing nightmare demonstrates your 
commitment to fighting the methamphetamine problem in Alaska.
Respectfully,

Executive Director

Phone: (907) 463-3755 
Fax: (907) 463-2536 

http://www.ncadd-j.org 
National Intervention Network (800) 654-HOPE

education, information h«in anH h«no

http://www.ncadd-j.org


Matanuska-Susitna Borough 
350 E. Dahlia Avenue 
Palmer. AK 99645 
(907)745-4801

Municipality of Anchorage 
632 W. 6* Avenue 
Anchorage. AK 99501 
(907)343-7100

Kenai Peninsula Borough 
144 N. Binkley 
Soldotna, AK 99669 
(907)714-2335

T r i - B o r o u g h  C o m m i s s i o n

April 26, 2006

The Honorable Jay Ramras 
Alaska State House 
State Capitol, Room 104 
Juneau, AK 99801-1182

Dear Representative Ramras:

We write to seek your support to combat a tragic and growing epidemic across our state -  
the abuse of methamphetamine. Meth is an extremely addictive drug which can lead to 
severe physical and mental problems - and even death. Meth-related arrests in Alaska arc 
up 640 percent over the past six years and have nearly doubled in the past 24 months.

Meth abuse is becoming rampant in the communities we represent and is growing across 
Alaska. Even remote rural villages are starting to experience the public health and public 
safety problems from meth abuse. The federal Drug Enforcement Administration 
reported in 2004 the “availability' of meth is increasing, both from local labs and from 
meth transported into the state. Alaska is experiencing an increase in the availability of 
crystal methamphetamine."

Because meth abuse is especially widespread in communities in the Mat-Su Valley. Mat- 
Su Borough Mayor Tim Anderson is spearheading an education effort to warn Alaskans 
of the deadly consequences of meth. Mayor Anderson has secured Financial pledges 
totaling approximately 5200,000 from Alaska’s largest communities -  Anchorage, the 
Kenai Peninsula Borough and the Fairbanks North Star Borough, and is contacting 
Juneau, the North Slope Borough and other communities to assist with this effort.



Last week, U.S. Senator Lisa Murkowski visited with the three Tri-Borough Commission 
mayors. She pledged her support to this campaign and vowed to attempt to secure C deral 
funding for assist with this campaign to combat the growing meth problem Other states 
obtained federal grants to combat the growing meth problem, so we will request the 
senator include Alaska in the funding recently authorized by Congress to deal with meth.

We envision a public information campaign with brochures, broadcast public service 
announcements and materials for public schools designt o warn Alaskans of the 
dangers of meth abuse. There currently is no such wide-spread campaign underway in 
Alaska.

Mayor Anderson was in Juneau earlier this month to meet with legislators about this 
effort and told them he would request State support for the campaign in the current 
legislative session. We appreciate that time in short, but we ask that you do everything 
possible to match in State dollars the $200,000 in municipal funds Mayor Anderson has 
been able to secure. We also are seeking contributions from private retailers such as Wal- 
Mart, Carrs-Safcway, Fred Meyers and others who sell products containing 
pseudodphedrine and ephedrinc for legitimate medical purposes.

Thank you in advance for your assistance. We must join together to fight this new blight 
on Alaskans.

Sincerely,

Tim Anderson 
Mayor

Mark Begich 
Mayor

John Williams 
Mayor
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Communities all across America are suffering from the plague of 
methairvhetamine production and usage. And these communities -  many of 
which are rural and suburban -  are looking for effective and innovative ways 
to fight back against this illegal menace. Meth Watch is the first national effort 
aimed at curbing the spread of methamphetamines, and will provide a critical 
step in reducing the availability of meth in communities nationwide.

Started in Kansas as a public-private partnership between law enforcement, 
state officials, and the retail community, Meth Watch is designed to help 
curtail the suspicious sale and theft of common household products used in 
the illicit manufacturing of methamphetamine.

Meth Watch is a voluntary program that involves a variety of people at the 
community and state level, although retail involvement is the cornerstone of 
this program. This web site provides states interested in learning more about 
the Meth Watch program with the resources needed to implement and 
maintain a Math Watch program.

"Whenever we can partner with our 
citizens and businesses to Improve 
public safety, we are mud nore 
successful. Only with an a.I-out, 
comprehensive effort can we hope 
to stop the Insidious creep of 
methamphetamine Into our 
communities. “

- MA New Ally in the War on Met'',’ 
written 0y Sheriff f  ark Stork, 

Spokane County, Washington, Sheriff, 
November- December 2004

Meth
Infort
Meth V* 
Guided 
Applies

Meth
Nevs
Meth W 

New#
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The Meth Watch Program

What Is Meth Watch?

Communities across America plagued by methamphetamine usage and production are looking for effective and 
innovative ways to combat this growing problem.

Meth Watch is a program sponsored by the Consumer Healthcare Products Association (CHPA) and is designed 
to help curtail the theft and suspicious sales of pseudoephedrine products, as well as other common household 
products used In the Illicit manufacturing of methamphetamine in small, toxic labs. A key goal oi this program is to 
promote cooperation between 'etailers and law enforcement to prevent the diversion of legitimate products for 
illegal use.

Meth Watch was started in Kansas as a public-private partrership between the Kansas Department of Health and 
Environment, the Kansas Bureau of Investigation, the Kansas Methamphetamine Prevention Project (part of the 
non-profit statewide drug prevention system), and Kansas retailers. As news spread of its success, several states 
began to adopt the Kansas model. Many more expressed interest, but were deterred by the lack of resources and 
know-how.

That's where the national Meth Watch program comes In. CHPA provides a one-stop shop to help interested 
states implement Meth Watch in their communities through the Meth Watch resource center at 
www.methwatch.com. Through Meth Watch, retailers and law enforcement will help increase awareness about 
the diversion of legal products to the illegal manufacture of methamphetamine and .vill assist local communities in 
addressing the r etn problem.

The Kansas Story

The Kansas Meth Prevention Pi jject (KMPP) began as a public-private partnership formed in October 2001 to 
develop a statewide infrastructure to fight the met'iamphetamine problem In Kansas communities. The program 
received funding through the Substance Abuse and Mental Health Services Administration (SAMHSA) in 2002. 
CHPA and its member companies are providing funding for its efforts in 2004. The goals of the project include 
reducing th j upply of methamphetamine by monitoring the availaL ilrty of products used in the manufacture of 
methamphetamine and reducing the demand for methamphetamine by providing opportunities for youth education 
and community awareness about the dangers of the drug,

A statewide network of agencies partnered to make the KMPP successful. The agencies are: Kansas Department 
of Health and Environment (KDHE), Kansas ̂ Bureau ofJn vestigation, Prevention and Recovery Services in 
Topeka, Kansas Social and Rehabilitation Services. Kansas Regional Prevention Centers. Kansas State 
University Research and Extension, and the Kansas .National Guard, to name a few.

The KMPP conducts "train the trainer- sessions throughout the state to increase awareness of Meth Watch and 
other prevention strategies. Kansas learned early on that local participation is the key to the successful 
implementation of Meth Watch and achieved widespread community involvement through an ongoing mini-grant 
process. The KDHE distributes Meth Watch materials to reta.lers ana other interested parties statewide on a 
regular basis and nationwide as requested. For further information, contact T.J. Ciaffone. KDHE Bureau of 
Environmental Remediation Response Unit chief, or Cristi Cain. KMPP project coordinator.

Other Meth Watch Programs

CHPA has made funds available to help support state and local Meth Watch programs. In addition to the Kansas 
program, a number of additional states have taken the Kansas model and implemented their own Meth Watch 
programs, including the following.

Georgia
Iowa
Michigan

http://www.methwatch.com
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SUSPICIOUS TRANSACTION REPORT

Methamphetamine manufactures can produce large quantities o f methamp. famine by using legal, over -the-counter 
products located in your stores. Please fill out the following information, i f you suspect someone involved in the 
illegal production of methamphetamine, and contact the Kansas Bureau o f Investigation at I-800-KS-CRIME and 
provide to the KBI the information that you have noted

Business Name, Store Number anu Store
Location:_____________________________________________________

Employee Name, Date and Time of Contact:

Security Photo/Photo Available Yes or No

SUSPECT INFORMATION: Height_____Weight_____Age_____Race_____Sex_____Build

Hair Color Hair Length Facial Hair____

Other
Information_______________________________________________________________________

FINANCIAL LNFORMATION: Cash Payment Receipt____

Check
Payment Name. Address.

Credit Payment Name. Card Name/Number.

VEHICLE INFORMATION Make Model Color Vehicle Plate# State.

Other
Information.

CHEMICAL PURCHASED: Pseudoephedrine_____Hcet_____Lithium Batteries.

Starting Fluid/Ether Camping Fuel Iodine Matches Acetone Alcohol

Acid Fuel Additives Drain Cleaners Coffee Filters.

Other
Information:

KBI Headquarters 
1620 SW Tyler 
Topeka, Kansas 66612

KBI Regional Office 
PO Box 3423 
Wichita, Kansas 67201 
316-337-6100 Fax 316-337-6099785-296-8200 Fax 785-296-6781

KBI Regional Office 
7700 West 63rd Suite 212 
Overland Park, Kansas 66202 
913-671-2040 Fax 316-671-2042

KBI Regional Office 
625 Washington 
Great Bend, Kansas 67530 
316-792-4353 Fax 31 o-792-1850
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Community Awareness

Public aw areness  is a key strategy in the fight against meth production and use. Law 
enforcement agencies across the country recognize the direct link between education of 
citizens and the capture of meth manufacturers.

Successful prevention programs start early, are comprehensive, and repeatedly stress key 
points. Effective prevention begins with an asse ssm e n t  of the specific nature of the meth 
problem within your local community and then adapting the program accordingly.

General prevention principles are outlined in the National Institute on Drug Abuse's research 
b ase d  booklet entitled, Preventing Drug Use among Children and Adolescents.

All public aw areness  initiatives should always be tailored to the target audience. For example, 
specific presentations have been created for home visitors such a s  child protective worker* 
utility workers, and cable operators a s  well a s  presentations customized for the community 5 
first responders.

Som e public aw areness  efforts implemented in K ansas and  other s tates include:

•  Mock meth labs created and utilized for presentation
•  Educational Information distributed at schools
•  Facts about meth shown at movie theaters
•  Meth Watch signs posted at city limits
•  Neighborhood watch meeting to educate the community about meth
•  Production of public service announcem ents
•  Display boards for community events

back to top

Other Elements 
to Meth 
Awareness

Community awareness
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Meth Watch Materials

More Information

* 1 i
m o (..ham

• ^ ..

Brachtm

Consumer tnfonsion Shooti

SheS Tag*

Moth Watch "membera" can download these Moth Watch 
materials by clickiriflher?.

To find out how to become a member of the Meth Watch 
team, contact CHPA’s Elizabeth A$$ey.

back to top
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d fr Spokane County [ M

WHAT IS METH WATCH?
The Spokane County Meth Action Team and the Greater Spokane Substance rvbuse Council (GSSAC) felt an urgent need 
to help curtail drug lab activity by making the theft or purchase of precursor Ingredients more difficult. The Washington 
Meth Watch Program was modeled after a program designed by the Kansas Department of Health, Kansas Bureau of 
Investigation, and a team of Kansas retailers; they have generously shared their program with us.

If you have noticed the Increase in theft or large quantity purchases of precursor products, your store Is likely, and 
Involuntarily, contributing to the deadly meth problem In Washington. Participation In Meth Watch alms to decrease theft 
and the likelihood of mett ‘cookers* viewing your store as a  supplier In drug production. Since Inception, It has grown 
from a core group of retailers using signage, educating en .ployee-. and reporting suspicious activity, to a  broad 
membership of businesses linked together to prevent Iheft, fraud, and abuse in our community.

We encourage any business that sells pri ;ursors or experiences drug related theft, fraud, or abuse to becom e a member, 
Thank you ‘o the businesses that have led this effort In Spokane County and been a model for Washington State.

Spokane County Initial Members: Safeway, Yoke's Foods, Albertsons, Rosauers, Securitas Security
Services, Inc., Tidymans, and Rite Aid.

M e t h  W a t c h  P r o g r a m

LEAD AGENCIES:
• Spokane County Meth Action Team
• Spokane County Sheriff's Office
• Spokane Police Department

SUPPORTING AGENCIES:
• Spokane County SCOPE
■ Spokane City COPS
■ The Better Business Bureau of Eastern Washington,

Northerr Idaho, and Montana
• Com et Press

COORDINATED BY:
Greater Spokane Substance Abuse Council (GSSAC)
(509)922-8383
8104 E Sprague Ave
Spokane, W A 99212
Gssacpreventioncenter.com

INITIALLY FUNDED BY:
• Washington State Patrol
• Northwest High Intensity Drug Trafficking Area (HIDTA)
■ WA State Meth Initiative

Meth prevention takes TEAMWORK!

WHAT ARE “ PRECURSORS” ?
Meth Is made using readily available products obtained 
from retail, convenience, grocery, granges, automotive, 
and veterinary supply stores. Over-the-counter cold and 
allergy med atlons often contain ephedrtne or 
pseudoephedrlne, the most critical Ingredient In the 
production of methamphetamine. The manufacturing 
process also uses Ingredients such as lithium batteries, 
acetone, starter fluid, drain cleaner, rock or table salt, lye. 
matchbooks, rubbing alcohol, muriatic acid, and gasoline 
additives. As you can see, these items are available in 
many stores and most are probably fo1 ’od In your house 
or garage.

Anhydrous ammonia is another precursor commonly used 
In the meth process. It Is usually stolen from tanks located 
on farms and ag dealer distribution facilities. Anhydrous 
ammonia is an extremely dangerous chemical, venting to 
a gas at -28° F. Thieves will commonly dam age the valves 
or hose on the tanks, which can cause a life-threatening 
situation. If an unsuspecting employee or grower Is 
unaware of the damage to the hose and opens the 
valve, escaping anhydrous could cause chemical and 
temperature burns and even result In fatal Injury.

The availability of the products needed for producing 
meth contributes to the growing meth problem in our 
state. Because meth users become their own drug 
suppliers by becoming meth ‘cooks', the dangers 
associated with the labs themselves increase the urgency 
of a retailer assistance program.



WHAT ARE THE METH 
PRECURSORS & EQUIPMENT?
• Ephedrlne or Pseudoephedrine 

(cold or allergy tablets)

• Matches

• Rood Flares

• Storrer Fluid/Ether

■ Isopropyl or Rubbing Alcohol

• Rock or Table Salt

• Sodium Hydroxlde/Lye

• Camping Fuel

• Sulfuric Acid (Drain cleaner)

■ Acetone

• Gas Additives (Heet)

■ Paint Thinner

• Iodine

• Toluene (Brake cleaner)

• MSM (Cutting agent)

•  Muriatic Acid

• Anhydrous Ammonia

■ Lithium Batteries

• Coffee Filters

• Aluminum Foil

• Assorted Glassware

• Propane Tanks

• Coolers

• Dry Ice

WHAT'S IN IT FOR MEMBERS?
The most common question asked by a business considering signing up 
for the Washington Meth Watch Program Is ‘ How will my business benefit 
from participating in the Meth Watch Program?' The benefits to your 
store include a combination of social, economic, and safety factors such 
as:

SOCIAL Most citizens of Washington are very concerned about the 
availability of drugs In their neighborhoods. Helping law enforcement 
fight the war on drugs provides community awareness for the business 
owner and their patrons. Membership also allows participants to 
connect with other retailers, businesses, financial Institutions, and law 
enforcement through meetlrgs, a  monthly newsletter, and Email Tree.

ECONOMIC: One of the goals of Meth Watch Is to limit the sale or theft 
of precursors for Improper use. Precursors can be easily Identified by shelf 
stickers under the products, which will deter cooks from approaching the 
products due to Increased awareness of the illegal use of these products. 
The precursors not limited due to sale restrictions or product 
management will still be identified, making employees and customers 
another pair of eyes for your store. The Increased awareness by business 
employees, patrons, and the meth ‘ cooks' will hopefully reduce theft 
and large quantity purchases, as well as fraud and abuse.

SAFETY: Meth Watch Program participants believe that customers will 
feel safer in your store If you take a proactl /e approach to preventing 
Improper purchases or theft of precursor Items. Often meth ‘ cooks' are 
on a drug-induced high and possibly feeling oaranold, or worse yet, are 
overly aggressive, making employee and cusnmer safety an issue. Meth 
Watch hopes to capitalize on the paranoia ana make the ‘ cook' want 
to go elsewhere for the purchase or theft. Strong Interaction with local 
law enforcement, by reporting suspicious activity, also helps provide that 
sense of safety. Meth Watch strongly supports and encourages the 
exchange of Information with law enforcement officials.

Clandestine Drug Lab Cleanup 
DOE • Spill Response 

Washington State

1999 2000 2001 2002 2003

Increased em p lo yee  awareness of our state 's m eth problem will provide your establishment the resources to 
be  a  responsible steward and  assist in the fight against crime an d  drugs. Your business will benefit from a  
more aggressive s tance on clandestine drug lobs in the state, in addition to the goodwill your involvem ent will 
p roduce in the community.



WHAT DOFS THE METH WATCH PROGRAM INVOLVE?
Whaf s next? You hove decided that the Meth Watch Program could have a poslttve Influence on your business and 
community -  CONGRATULATIONS AND WELCOME TO THE TEAMI The Meth Watch Program has many options to choose 
from, with selection of options depending on the type of business, layout, manpower, etc. The main areas of the 
program include; employee training signage, and suspicious activity reporting,

TRAINING POSTER: A  training poster placed In employee break rooms will provide repeated exposure to the types of 
products that are commonly purchosed or stolen by a meth 'cook.*

COMMUNITY AWARENESS PRESENTATION: Upon request, one hour presentations are avalloble. which provide general 
information regarding meth use. production, prevention, treatment, child endangerment. etc.

SIGNAGE: The Meth Watch Program focuses on creating an awareness of why certain products, or a variety of products, 
are slolen or purchased In abnormally high quantities. Window stickers greet patrons at the door, identifying your 
participation In Meth Watch and raising their awareness. Placement of shelf stickers help store employees and the 
general public becom e more familiar with these products. Paranoid meth 'cooks ' will not want people watching them 
linger around these target products. Cash register stickers are placed at the checkout counter as a final reminder that 
this store Is aware of the meth problem. The stickers also remind the checkout clerk to be on the lookout for suspicious 
purchases. The Washington Team members believe that the signage serves the dual purpose of putting criminals on 
n r ‘Ice and letting good customers know your store Is taking steps to reduce the use and production of meth In your 
community through strong commt nlty partnerships and proactive Involvement.

PRODUCT MANAGEMENT: Product management addresses the strategic placement of precursor products In areas that 
will help deter theft or suspicious purchases of large quantities. Customers will often question why the products are not 
readily available. In most cases, a brief explanation of Meth Watch by handing them an Informational “tear-off" sheet 
will satisfy their questions and ryplcally will result In their strong support for the program. Some strategic manager nent 
practices Include the following:

• Umlt the quantity of precursor products available on the shelf. This should reduce the amount of theft or excessive 
purchases. Many stores already Implement this policy, it may cause a higher frequency of restocking, but typically 
reduces the large rate of theft.

• Umlt the quantity of precursor products that may be purchased. Umltlng the purchase quantity means that a 
customer will only be able to purchase a certain amount of the product at the checkout counter.

• Placement of precursor products near high traffic areas. Placing products at the end of an aisle near the checkout 
cour 'ers, customer service, or a pharmacy helps deter theft. Thieves do not like to be observed slealing products, 
so ‘ney will be  more likely to stay away from the high profile areas.

• Provide surveillance on precursor product aisles. Providing video surveillance of the products and Informing the 
customer that the aisle Is under surveillance Is also a deterrent to theft.

■ Placement of product behind a service counter. When precursor products are behind the counter In a pharmacy, 
customer service area, or cash register, the customer must ask for the product. Typically, a shelf tag Is left on the 
main shelf area and Includes product name, price, and barcode, and directs the customer to the service counter 
for purchase.

REPORTING SUSPICIOUS TRANSACTIONS: Meth ‘ cooks' can be dangerous when they come to a facility for more 
Ingredients or with the intent to commit a crime. Paranoia and aggressiveness caused by a drug-induced high can 
cause the 'c o o k ' to become angry if confronted about a theft or Improper purchase Meth Watch recommends that 
employees do not confront the suspect, but Instead follow through with the transaction rather than putting themselves in 
danger. When the suspect leaves the store, the clerk or manager should complete a Suspicious Transaction Report and 
provide the information to local law enforcement as soon as possible. If surveillance footage Is available, please note the 
date and time on the report. The statewide reporting number Is 1-888-609-6384. The Meth Watch program strongly 
encourages working closely with local law enforcement agencies to create a working relationship that can benefit your 
store and community.

Meth Watch Program Decal* 
Available Ai:

■ 4'x7* Window Stickers
• 2'x3* Stickers
• 8.5'xl 1 ‘ Outdoor Stickers

Meth Watch Customer Information 
Pads:

4'x5* tear-off sheets can be kept at 
each check out location to Improve 
awareness and recognition that your 
business supports the fight against rrefh 
In their community.
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Background on methamphetamine;

Communities across America plagued by the proliferation of methamphetamine are looking for effective and 
innovative ways to combat this emergent trend. The most significant problem for state and local law enforcement, 
especially in rural communities, if the manufacturing of methamphetamine in what have become known as small, 
home-made labs. These labs often use pseudoephedrine, a safe and effective ingredient found in many over-the- 
counter cough/cold products, in the illegal manufacture of methamphetamine. These labs have a devastating 
effect on the environment, communities, and the children who are often times present, and for these reasons a'e 
referred to as small toxic labs by law enforcement officials.

What Is Meth Watch?

"Meth Watch" is a program designed to help curtail suspicious sales and theft of pseudoephedrine and other 
precursor products used in the Illicit manufacturing of methamphetamine. Meth Watch was started in Kansas as a 
public-private partnership between the Kansas Department of Health and Environment, the Kansas Bureau of 
Investigation, the Kansas Methamphetamine Prevention Project (part of the non-profit statewide drug prevention 
system), and Kansas retailers. As news spread of its success, several states have begun to adopt the Kansas 
model, including Washington, Oregon, and South Dakota. Many more have expressed interest, but have been 
deterred by lack of resources and know-how.

Howdoet  Meth-Wfllchwork?

Meth Watch is a voluntary program that Involves a variety of people at the community and state level, although 
retail involvement is the cornerstone of this program. Participating retailers place the precursor products where 
they can be easily monitored, and strategically post Meth Watch signs and tags on their doors and windows, 
around their cash registers and on the shelves where precursor products are located. They may impose purchase 
limits to prevent high volume sales. They train their employees to recognize, but not to confront, suspicious 
customers and to contact law enforcement with as much identifying information as possible.

Participants in the Meth Watch program report safer stores, better customer relations, increased employee 
awareness, and improved communications with law enforcement. In areas that have been hard hit by the meth 
scourge, Meth Watch partners are helping to unify their communities against drug abuse. The Meth Watch 
program in Kansas is a proven and replicable program which has significantly affected meth lab seizures.

How can individual states become Involved?

The Consumer Healthcare Products Association (CHPA) has developed a uniform Meth Watch model that serves 
as an online resource center for interested states (www.methwatch.com). This site provides a one-stop shop to 
help states states implement Meth Watch in their communities. CHPA will provide direct resources to states for 
the implementation of Meth Watch, including training, technical assistance, and retail support and education.

What does the future hold for Meth Watch?

Law enforcement officials and anti-drug abuse coalitions across the country are seeing a dramatic increase in 
meth abuse. As other states begin to benefit from the Meth Watch program, CHPA anticipates a greater need for 
funding a comprehensive methamphetamine prevention program and will join with those states most affected by 
this problem to call on Congress to authorize a permanent grant program for states that ran demonstrate a need.

http://www.methwatch.com


Department of Health and Human Services 
Substance Abuse and Mental Health Services Administration 

Center for Substance Abuse Prevention

Drug Free Communities Support Mentoring Program 
SP-06-004

(Initial Announcement)

Catalogue of Federal Domestic Assistance (CFDA) No.: 93.276

Key Dates:

Application Deadline May 12, 2006

Intergovernmental Review 
(E.O.12372)

Lett' rs from State Single Point of Contact (SPOC) are due no 
later than 60 days after application deadline.

Public Health System 
Impact Statement 
(PHSIS)ZSSA Coordination

Applicants must send the PHSIS to appropriate State and local 
health agencies by application deadline. Comments from Single 
State Agency are due no later than 60 days after application 
deadline.
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I. FUNDING OPPORTUNITY DESCRIPTION

I. INTRODUCTION

The Executive Office of the President, Office of National Drug Control Policy (ONDCP) and the 
Substance Abuse and Mental Health Services Administration (SAMHSA), Department of Health 
and Human S Tvice< (HHS) announce the availability o f funds for new FY 2006 Drug Free 
Communities Support Mentoring Program (DFC Mentoring) grants.

The purpose of the DFC Mentoring Program is to provide grant funds to existing DFC grantees 
(mentors) to support development and/or expansion of new community coalitions (mentees) that 
are focused on substance abuse prevention.

The DFC Program, a collaborative initiative sponsored b> ONDCP in partnership with 
SAMHSA, is designed to achieve two goals:

— Reduce substance abuse among youth and, over time, among adult- by addressing the 
factors in a community that increase the risk of substance abuse and promoting the factors 
that minimize the risk of substance abuse. Substances include, but are not limited to, 
narcotics, depressants, stimulants, hallucinogens, cannabis, inhalants, alcohol and tobacco, 
where their use is prohibited by Federal, State, or local law DFC grants must focus on 
multiple drugs of abuse. When the term “drug” or “substance” is used in this announcement, 
it is intended to include all of the above substances.

— Establish and strengthen collaboration among communities, private nonprofit agencies, and 
Federal, State, local and tribal governments to support the efforts of community coalitions to 
prevent and reduce substance abuse among youth.

Congress signed the Drug-Free Communities Act (P.L. 105-20) into law on June 27, 1997. The 
Act provides financial assistance and support to community coalitions to carry out the mission of 
reducing substance abuse among the nation’s youth. On December 14, 2001, P.L. 107-82, 115 
Stat. 814 (2001), reauthorized the program for 5 yeais.

The community sites that have been awarded DFC grants represent a cross-section from every 
region in the nation and include rural, urban, suburban, and tribal communities. In FY 2005, 24 
new DFC menioring grants and 13 mentoring continuation grants were awarded. More 
information can be found on the DFC web site (www.dfc.samhsa.uov).

http://www.dfc.samhsa.uov
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2. E X P E C T A T IO N S

DFC grantee coalitions must use 
the Strategic Prevention 
Framework (SPF), a 5 step 
evident e-based process for 
community planning and decision­
making. The 5 step process 
includes: 1) needs assessment 
(profile community needs); 2) 
capacity building (mobilize/build 
capacity to address community 
needs); 3) planning (develop a 
comprehensive strategic plan); 4) 
implementation (implement the 
plan with multiple interventions 
demonstrated to be effective); and 
5) evaluation (monitor, sustain, 
improve or replace prevention 
interventions).

2.2 D ata  a n d  P e r f o rm a n c e  M e a su re m e n ts  R e q u ire m e n ts

The Government Performance and Results Act of 1993 (P .L .'03-62, or “GPRA”) requires all 
Federal agencies to set program performance targets and report annually on the degree to which 
the previous year’s targets were met. The national DFC Mentoring Program GPRA measures are 
to:

—  Increase the percent of mentored coalitions that have developed baseline measures of 
drug use and related substance abuse problems for the following:

o age of onset of any drug use including alcohol, marijuana, and tobacco

o past 30 day use among youth including alcohol, marijuana, and tobacco

o perception of risk or harm of alcohol, marijuana, and tobacco use among youth

o perception o f parental disapproval of use by youth including alcohol, marijuana, and
tobacco

— Increase the percent of mentored coalitions that have developed a comprehensive 
substance abuse prevention strategic plan or updated a previous plan.

2.1 S tra teg ic  P rev e n tio n  F ra m e w o rk  R e q u ire m e n t

Increase the percent of mentored coalitions that have a strategic plan that reflects the use 
of environmental strategies to reduce youth drug use.
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—  Increase the percentage of mentored coalitions that use the Strategic Prevention 
Framework in their planning process

2.3 National DFC Cross-Site Evaluation

DFC Mentoring Coalition applicants must agree to participate in the National Cross-Site 
Evaluation that consists of two progress reports and an annual report.

II. AWARD INFORMATION

1. AW/VRD AMOUNT

Approximately SI,2 million will be available for 15 new DFC Mentonng Grant Awards in FY 
2006. Applicants may request up to $75,000. New mentor ■mplicants may request project periods 
of up to 2 years. Annual continuation awards will depend on availability of funds, grantee 
progress in meeting project goals and objectives, and grant terms and conditions.

2. FUNDING MECHANISM

DFC Mentoring Program awards will be made as grants.

III. ELIGIBILITY REQUIREMENTS

1. ELIGIBLE APPLICANTS

DFC Mentoring Applicants must meet the following eligibility criteria or the application will not 
be forwarded for review. The coalition:

■ Must have been in existence for at least 5 years.

• Must be a current DFC New or Continuation grantee.

• Must have achieved, through its own efforts, measurable results in the prevention of 
substance abuse among youth.

• Must have staff, volunteers, or members willing to serve as mentors for persons seeking 
to start or expand the activities of other coalitions in the prevention of substance abuse.

1 The coalition must have demonstrable support from the coalition to be mentored and
from key sectors of the community(ies) where the coalition will carry out the specific 
mentoring activities supported by the grant. The key sectors are:
-youth (an individual 18 or under)
-parents
-business community 
-media
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•school
-youth-serving organizations 
-law enforcement agencies 
-religious or fraternal organizations 
-civic and volunteer groups 
-healthcare professionals
•State, local, or tribal governmental agencies with expertise in the field of substance 
abuse (if applicable, the State authority with primary authority for substance abuse) 
-other organizations involved in reducing substance abuse

SAMHSA and ONDCP will consider the information provided in the applicant's project 
narrative and supporting documentation in order to determine whether or not an individual 
applicant meets the above criteria.

2. COST SHARING

DFC Mentoring Program grantees must demonstrate they have matching funds from other, non- 
Federal sources on a dollar-for-dollar basis. Awards will not be made to applicants who do not 
meet the match requirements. New and/or continuation DFC funds may not be used to meet the 
matching requirements for mentoring applicants. Applicants must itemize the match separately 
in the budget justification. A sample budget and budget justification is provided in Attachment 1 
of this RFA.

In-kind support may be used for the match requirement. In-kind support includes the value of 
goods and services donated to the operations of the coalition Typical examples include donated 
office space, volunteer secretarial services, pro bono accounting services, or other personnel 
serving in a voluntary capacity.

Federal funds, including those passed through a State or local government cannot be used as a 
match. The exception is for funds appropriated for the substance abuse services of a coalition 
that includes a representative of the Bureau of Indian Affairs, Indian Health Service, or a tribal 
government agency with expertise in the field o f substance abuse may be counted as non-Federal 
funds raised by the coalition.

3. O ther

Applicants must use Application Form PHS 5161-1 or their applications will not be reviewed. 
Applicants must also adhere to certain submission and formatting requirements provided in 
Section IV and Attachment 2 of this announcement, or their applications will not be reviewed.
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IV. APPLICATI ON AND SUBMISSION REQUIREMENTS

1. A d d re s s  to  R eq u es t  A p p l ica t io n  P ack a g e

You may request a complete application kit from SAMHSA’s National Clearinghouse for 
Alcohol and Drug Information (NCADI) at 1-800-729-6686 (TDD 800-487-4889). You also 
may download the required documents from the SAMHSA web site at 
www.samhsa.gov/grants/index.aspx. Additional materials available on this web site include:

■ a technical assistance manual for potential applicants;
■ standard terms and conditions for SAMHSA grants;
• guidelines and policies that relate to SAMHSA grants (e.g., guidelines on cultural 

competence, consumer and family participation, and evaluation); and
■ enhanced instructions for completing the PHS 5161-1 application.

When submitting an application, be sure to type "SP-06-004, “Drug-Free Coinnun:tiec Support 
Mentoring Program” in Item Number 10 on the face page of the application fom Also. 
SAMHSA applicants are to provide a DUNS Number on the face page o f the application. To 
obtain a DUNS Number, access the Dun and Bradstreet web site at www.dunandbradstreet.com 
or call 1-866-705-5711.

2. C o n te n t  a n d  F o rm  o f  A p p l ica t io n  S u b m iss io n :  Information including required documents, 
required application components, and application formatting requirements is available in 
Attachment 2 of this RFA.

Applicants are required to complete the Assurance of Compliance with SAMHSA Charitable 
Choice Statutes and Regulations, Form SMA 170. This form wiil be posted on SAMHSA’s 
website with this Request for Applications (RFA) and provided in the application kits available 
at NCADI. A p p lican ts  sh o u ld  no te  th a t  fa i lu re  to com ply  with ce r ta in  ap p l ica t io n  
f o r m a t t : ng  r e q u i r e m e n ts  in A t ta c h m e n t  2 will resu lt  in th e i r  ap p l ica t io n  be in g  sc reened  out 
a n d  n o t  rev iew ed.

3. S u b m iss io n  D ates  a n d  T im es: Applications must be received by May 12, 2006. You will be 
notified by postal mail that your application has been received. Additional submission 
information is available in Attachment 2 of this RFA, A pplica tions  th a t  a r e  no t  rece ived  by 
the  ap p l ic a t io n  d ead lin e ,  o r  th a t  do  not have  p ro o f  of  tim ely  su b m iss io n  as d e sc r ib e d  in 
A t ta c h m e n t  2 o f  th is  R F A , will be sc reen ed  out and  will n o t  be rev iew ed .

4. I n te r g o v e rn m e n ta l  Review: Applications fc ' this funding opportunity must comply with 
Executive Order 12372 (E. 0.12372). E.0.12372, as implemented through Department of Health 
and Human Services (DHHS) regulation at 45 CFR Part 100, sets up a system for State and local 
review of applications for Federal financial assistance. Instructions for complying with 
E.O.I2372 are provided in Attachment 2 of this RFA. A current listing of State Single Points of 
Contact (SPOCs) is included in the application kit and is available at 
www.whitchouse.gov.omb/grants/spoc.html.

http://www.samhsa.gov/grants/index.aspx
http://www.dunandbradstreet.com
http://www.whitchouse.gov.omb/grants/spoc.html
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5. Funding Restrictions: Grantees in the DFC Mentoring Program must adhere to funding 
restrictions listed in Attachment 2.

V. APPLICATION REVIEW INFORMATION

1. EVAL UATION CRITERIA

Your application will be reviewed and scored according to the quality of your response to the 
requirements listed in Section V, Evaluation Criteria.

In developing the Project Narrative section of your application, use the following 
instructions instead of the “Program Narrative” instructions found in the PHS 5161-1.
The Project Narrative should be no more than 20 pages.

You should answer every question in each category of the Project Narrative below and 
provide a narrative response with the question shown directly above each response. Each 
question has points associated with it and reviewers will judge your response to each 
question and apply a point value. T'eer reviewed applications will receive a score between 0 
and 100. The number of points aftei each heading below is the maxim m number of points a 
review comnettee may assign to that section of your Project Narrative.

Reviewers will be looking for evi fence of cultural competence throughout the application. 
SAMHSA's guidelines for cultural competence can be found on the SAMHSA web site at 
ww'v.samhsa.eov. Click on “Grants”.

The Project Narrative requirements for the DFC Mentoring Program B-F are organized around 
the five steps of the Strategic Prevention Framework: 1) community assessment; 2) capacity 
building; 3) project planning; 4) implementation; 5) evaluation.

The Supporting Documentation provided in Sections G-.' will also be considered by reviewers. 

Section A: General Questions (6 points)

1. Why does the mentor coalition want to mentor9 (2 points)

2. What are the benefits of mentoring for the irentur community/ coalition and its 
prevention agenda? (2 points)

3. How was the mentee community or communities selected? (2 points)
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1. Describe the community or communities that will receive the mentoring assistance. In the 
description, include basic demographic and socioeconomic intoi/nation, pertinent data 
describing drug use problems among youth, and a summary o f existing key risk and 
protective factors relating to drug use. (3 points)

2. How is the mentoring community similar to the community/communities to receive 
mentoring assistance demographically and in the diug use issues they are trying to solve? 
(3 points)

3. What is the mentoring coalition’s experience with collecting and analyzing community 
needs and resource assessment data (both quantitative data such as surveys, social 
indicator data from health departments, criminal justice, etc. and qualitati e data such as 
focus groups, key informant interviews, coutmunity forums, etc.)? (4 points)

4. What is the level of community awareness in the mentee community regarding the drug 
problem? (2 points)

5. How will the mentor community assist the mentee community/communities in 
conducting, enhancing or updating a comprehensive community needs and reso” ces 
assessment? (4 points)

Section C: Capacity Building f24 points)

1. Descr.be previous efforts of the mentor coalition to develop and mentor community anti- 
drug i alitions. (2 points)

2. Highlight the last five years of the mentor coalition's work, discussing briefly the specific 
nature and history of the mentoring coalition’s most successfiil strategies, as well as skill 
sets and capabilities that will be diffused to the mentee coalition(s). (4 points)

3. Describe how th~ mentor coalition’s successful strategies and related assets will be of 
benefit to the mentee coalition(s) and how they will be used in the mentoring 
relationship. Specifically, discuss how these strategies/assets will be used to assist the 
mentee coalition(s) in addressing the five steps of the Strategic Prevention Framework. (3 
points)

4. What aie the measurable results achieved by the mentor coalition? How do these results 
relate to the results that the mentee coalition(s) are seeking to achieve0 (4 points)

5. Describe the mentor coal’tion members’ and volunteers’ ommitment to the mentor
pro ect. How will the mentor coalition use members from various sectors to recruit, train, 
and advance the mentee community’s prevention work? (3 points)

Section B : C om m un ity  Assessment (16 points)
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6. What is the mentee coalition(s) cuiTent capacity f. r developing and/or strengthening as a 
community anti-drug coalition? Describe any previous or current efforts of the mentee 
community to develop a community coalition. Does the mentee coalition have an 
operational structure in place (i.e. bylaws, committee structure, mission statement, etc.)? 
(4 points)

7. What sectors are currently members of the mentee coalition? What is the plan to recruit 
additional members? (2 points)

8. What is the mentor coalition's assessment of the mentee coalition’s current training 
needs? (2 points)

S e c t i o n  D: P r o j e c t  P l a n n i n g  (19  p o i n t s )

1. What is the process that the mentor coalition will use to help the mentee use key 
assessment findings to create a community prevention plan that addresses the two goals 
of the DFC program? (3 points)

2. How will the mentor coalition assist the mentee in creating a community prevention plan 
that: (6 points)

a. Enlists the support of multiple sectors of the community to address the prevention 
needs and priorities of the mentee community and coalition

b. Includes multiple strategies to address the drug problems of youth
c Is community focused (A community coalition must focus on changing the full 

environment by identifying and implementing strategies that will affect 
community attitudes, perceptions, norms, and beliefs around alcohol and other 
drugs.)

3. Does the mentor coalition have a long term sustainability plan in place? If so, briefly 
describe. How does the mentor coalition plan to foster sustainability in the mentee 
coalition? (3 points)

4. Provide a realistic time line for the project (chart or graph) showing goals, objectives, key 
activities, milestones and responsible staff. Include a detailed tune line for year 1 of the 
project, focusing on major milestones/activities. (7 points)

S e c t i o n  E:  I m p l e m e n t a t i o n  (18  p o i n t s )

1. Are there specific resources (e.g. materials, facilities, equipment, etc.) necessary for the 
implementation of this project? If so, what are they and are these items reflected in your 
budget? Be sure to reflect this amount in your budget justification. (3 points)

2. Provide a list o f individuals (staff and coalition members/volunteers) from th^ mentor 
coalition who will participate in the project, showing the role of each and their level of 
effort and qualifications. Include the project director and other key personnel. (3 points)
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3. Provide a list of individuals (staff and coalition members/volunteers) from the mentee 
coalition who will participate in the project, showing the role of each, their level of effort 
and their qualifications. Include the project director and other key personnel. (3 points)

4. How will the responsibility for implementing the strategic plan be diffused among mentor 
coalition members and/or other community partners? (3 points)

5. How will the responsibility for implementing the strategic plan be diffused among 
mentee coalition members and/or other community partners? (3 points)

6. How will you monitor the implementation of your strategic plan as things change? For 
example, what specific milestones or key events will the leaders of the coalition use to 
monitor the success of the implementation of the plan? (3 points)

Section F: Evaluation (17 points).

1. Describe the capability and experience of the mentor coalition in data collection and/or 
how the mentor coalition has created partnerships in order to collect, analyze, and report 
data and conduct evaluation activities. (3 points)

2. What past or current experience does the mentee community have in collecting, 
analyzing and/or reporting evaluation data? (2 points)

3. What outcome measures will be used to measure the progress in addressing the goals and 
objectives of the proposed DFC mentoring project? (3 points)

4. Describe the cun-ent ability of the mentee community to collect and report on the DFC 
four core measures (age of onset of any drug use including alcohol, marijuana, and 
tobacco; past 30 da> use among youth including alcohol, marijuana, and tobacco; 
perception of risk or harm of alcohol, marijuana, and tobacco use among youth: and 
perception of parental disapproval of use by youth including alcohol, marijuana, and 
tobacco). How will the mentor coalition help the mentee coalition to develop baseline 
measures of drug use and related substance abuse problems for the DFC four core 
measures? (3 points)

5. Describe how data collected from the evaluation will influence the overall direction of 
the DFC Mentoring Project for the mentor and mentee. (3 points)

6. How will evaluation results be communicated to the mentee coalition's community? P. 
points)

7. How will the effectiveness of the mentor/mentee relationship be assessed? (1 point)

Supporting Documentation - The followinj Supporting Documentation, Sections G-J, must be 
listed as an attachment and labeled “Supporting Documentation, Section G-J.“



Section G: Budget and Budget Justification, Existing Resources, Other Support - In Section 
G, applicants should provide a narrative justification of the items included m the proposed 
budget, as well as a description of existing resources and other support that the coalition expects 
to receive for the proposed budget.

Section H: Program Abstract - In Section H, provide a program abstract that is no more than 
35 lines. See Attachment 3 for a sample abstract.

Section I: Project Information Summary * Provide the following data/information in Section I. 
This information should reflect your responses to Section V, Project Narrative: Mentor.

• Name of applicant (fiscal agent);
• Mailing address of applicant (fiscal agent), including zip code;
• Official authorized to accept funds on behalf of the coalition (include phone number, fax

number, and email address);
• Name of the mentor coalition (if different from fiscal agent);
• Mailing address of mentor coalition (if different from fiscal agent), including zip code:
• Physical address o f mentor coalition (if different from mailing address);
• Date the mentor coalition was established;
• Project director (include phone number, fax number and e-mail address),
• Coalition board chair/president (include phone number and e-mail address).
• Amount of FY 2005 funds requested;
• Congressional district(s) served by the coalition;

Coalition Being Mentored (mentee)- Please provide the following infoimation for each 
coalition being mentored.

• Name of the coalition;
• Mailing address for the coalition;
•» Date coalition was established;
«* Congressional district(s) served by the coalition;
*> Project director (include phone number, fax number and e-mail address);
*' Coalition board chair/president (include phone number and e-mail address);
• Population of target area;
• Geographic boundaries served by the coalition (e.g. city, neighborhood, school district, 

etc.);
• Population ethnicity of the geographic area served by the coalition (e.g. tribal);
• Geographic type (i.e., urban, suburban, rural, mixed). Select one based on the following 

definitions:
-  Rural -  A rural area is defined as a county with a population of no more than 30,000 

If rural, please identify the county(ies) served by the coalition.
-  Suburban -  A suburban area is defined as (a) urban fringe o f a large city - any 

incorporated place, a Census-designated place (CDP), or non-place territory within a 
consolidated metropolitan statistical area (CMSA) or metropolitan statistical area 
(MSA) of a large city and defined as urban by the U.S Bureau of the Census; or (b)



urb..n fringe of a midsize city -  any incorporated plac _DP, or non-place within a 
CMS \  or MSA of a midsize central city and defined as urban by the U.S. Bureau of 
the Census.

-  Urban -  An urban area is defined as (a) large city -  a central city of a MSA or CMSA 
with a population of at least 250,000; or (b) midsize city -  central city of an MSA or 
CMSA with a population of less than 250,000.

• Indicat whether the coalition serves an area that is economically disadvantaged (i.e., 
20% or more of the children [under 18 years of age] living in the target area live in a 
household below the poverty line, as defined by the U.S. Census Bureau)

• Identify all present federal and state funding streams that are coordinated with or related 
to the coalition’s efforts. (These would include involvement with officially recognized 
OJP '  Veed & Seed sites, drug courts, Enforcing Underage Drinking Laws Program, the 
Ccn< r for Substance Abuse Prevention’s State Incentive sub grants, and U.S. Department 
ofE ucation’s Safe and Drug-Free Schools sites, among others.) Indicate status of 
funoing.

Section J: Mentee & Mentor Memorandums of Understanding and Supporting 
Documents- Please provide letters of understanding or agreements between the mentor and 
mentee(s; and key sectors in the community covering the project period. The MOU should 
address the scope of the work and expectations from each entity

2 REV IEW AND SELECTION PROCESS

OND( P and SAMHSA arc committed to ensuring a competitive and standardized process for 
awarding DFCSP grants. Applications will be screened initially by ONDCP to determine 
whr ner the coalitic i meets all the eligibility requirements. Only applications submitted by 
eli| ble coalitions that meet all other requirements will be evaluated, scored, and rated by a peer 
re\ ie’V panel a^.ording to the selection criteria described in Section V of this announcement. All 
applications that proceed to peer-review will be rated on a 100-point scale. Point values for 
individual elements of the application are presented in the project narrative section. Peer 
rev wers’ ratings and any resulting recommendations am advisory only. All final grant award 
dec dons will be made by the Director of ONDCP. ONPCP may also give consideration to other 
factors when making awards.

VI. AWARD ADMINISTRATION INFORMATION

1. AWARD NOTICES

After your application has been reviewed, you will receive a letter from S/.MHSA through 
postal mail that describes ’he general results of the review.

If you are approved for funding, you will receive an additional notice, the Notice of Grant 
Award, signed by SAMHSA’s Grants Management Officer. The Notice of Grant Award is the 
sole obligating document that allows the grantee to receive Federal funding for work on the grant 
project. It is sent by postal mail and is addressed to the contact person listed on the face page of 
the application.
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If you are not funded, you can re-apply if there is another receipt date for the program.

2. ADMINISTRATIVE AND NATIONAL POLICY REQT IRFMENTS

• You must comply with all terms and conditions of the grant award. SAMHSA’s standard 
terms and conditions are available on the SAMHSA web site at: 
www.samhsa.gov/grants/generalinfo/usefuijnfo.aspx.

■ You must also comply with the administrative requirements outlined in 45 CFR Part 74 
or 45 CFR Part 92, as appropriate. For more information see the SAMHSA web site 
(http://www.samhsa.gov/Grants/generalinfo/grant reas.aspx).

■ Additional terms and conditions may be negotiated with the grantee prior to grant award. 
These may include:

o requirements relating to additional data collection and reporting; 
o requirements relating to participation in a cross-site evaluation; or 
o requirements addressing problems identified in review of the application.

■ You will be held accountable for the information provided in the application relating to 
performance targets. SAMHSA program officials will consider your progress in meeting 
goals and objectives, as well as your failures and stiategies for overcoming them, when 
making an annual recommendation to continue the grant and the amount of any 
continuation award. Failure to meet stated goals and objectives may result in suspension 
or termination of the grant award, or in reduction or withholding o f continuation awards.

■ In an effort to improve access to funding opportunities for applicants, SAMHSA is 
participating in the U.S. Department of Health and Human Services “Survey on Ensuring 
Equal Opportunity for Applicants." This survey is included in the application kit for 
SAMHSA grants. Applicants are encouraged to complete the survey and return it, using 
the instructions provided on the survey form. However, your decision i^not to complete 
this survey will not have any bearing on the evaluation of your applicat i for funding.

3. REPORTING REQUIREMENTS

3.1 Progress and Financial Reports

■ Grantees must provide two program progress reports and an annual report each year and 
financial reports.

o SF 269 Financial Status Report is due 90 days after the end of the budget 
period.

o PSC 272 -  Federal Cash Transaction Report is due 45 days after the end of the 
quarter.

http://www.samhsa.gov/grants/generalinfo/usefuijnfo.aspx
http://www.samhsa.gov/Grants/generalinfo/grant
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■ SAMHSA will provide guidelines and requirements for these reports to grartees at the 
time of award. SAMHSA staff will use the information contained in the reports to 
determine the grantee’s progress toward meeting its goals.

3.2 Publications

Applicants funded under this grant program, are required to notify the Government Project 
Officer (GPO) and SAMHSA’s Publications Clearance Officer (240-276-2130) of any materials 
based on the SAMHSA-fundcd project that arc accepted for publication.
In addition, SAMHSA requests that grantees:

• Provide the GPO and SAMHSA Publications Clearance Officer with advance copies of 
publications.

• Include acknowledgment of the Drug-Free Communities Support Program as the source 
of funding for the project.

■ Include a disclaimer stating that the views and opinions contained in the publication do 
not necessarily reflect those of SAMHSA, the U.S. Department of Health and Human 
Services or the Office of National Drug Control Policy, and should not be construed as 
such.

SAMHSA and ONDCP reserve the right to issue a press release about any publication deemed 
by SAMHSA or ONDCP to contain information of program or policy significance to the 
substance abuse treatment/substance abuse prevention/mental health services community.

V I I .  A G E N C Y  C O N T A C T S

For questions regarding program issues, contact:

Richard Moore, Branch Chief
Center for Substance Abuse Prevention
Substance Abuse and Mental Health Services Administration
1 Choke Cheny Rd , 4,h Floor
Rockville, MD 20857
240-276- 1270
Dfcnew2006ftTsamhsa.hhs.ttov 

For questions on grants management issues, contact.

Kimberly Pendleton
Office of Program Services, Division of Grants Management
Substance Abuse and Mental Health Services Administration
1 Choke Cherry Road
Room 7-1097
Rockville, Maryland 20857
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' P A R T  I I — C O N F R O N T I N G  U S E  O F  

M E T H A M P H E T A M I N E

S E C .  2 9 9 6 .  A U T H O R I T Y  T O  M A K E  G R A N T S  T O  A D D R E S S  
P U B L I C  S A F E T Y  A N D  M E T H  A M P H E T A M I N E  M A N U F A C T U R I N G ,  
S A L E ,  A N D  U S E  I N  H O T  S P O T S .

(a) Purpose and Program Authority-

' (1) PURPOSE- I t  is the puroose o f this pa rt to assist States—

'(A ) to carry out programs to address the manufacture, sale, and use o f 
methamphetamine drugs; and

(B) to improve the ability o f State and local government institutions o f 
to carry out such programs.

(2) GRANT AUTHORIZATION- The Attorney General, through the Bureau o f 
Justice Assistance in the Office o f Justice Programs may make grants to 
States to address the manufacture, sale, and use o f methamphetamine to 
enhance public safety.

'(3 )  GRANT PROJECTS TO ADDRESS METHAMPHETAMINE MANUFACTURE 
SALE AND USE- Grants made under subsection (a ) may be used for 
programs, projects, and o ther activities to —

'(A ) investigate, arrest and prosecute individuals violating laws related 
to the use, manufacture, or sale o f m ethamphetam ine;

'(B ) reimburse the Drug Enforcement Administration fo r expenses 
related to the cleanup o f methamphetamine clandestine labs;

'(C) support State and local health departm ent and environmental 
agency services deployed to address methamphetamine; and

'(D ) procure equipment, technology, o r support systems, or pay for 
resources, i f  the applicant for such a grant demonstrates to the 
satisfaction o f the Attorney General that expenditures fo r such purposes j 
would result in the reduction in the use, sale, and manufacture o f 
methamphetamine.

! S E C .  2 9 9 7 .  F U N D I N G .

' There are authorized to be appropriated to carry out this part $99,000,000 for 
each fiscal year 2006, 2007, 2008, 2009, and 2010 .’

http://thomas.loc.gov/cgi-bin/cpquery/T?&report=hr333&dbname=109& 4/27/2006

http://thomas.loc.gov/cgi-bin/cpquery/T?&report=hr333&dbname=109&

