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SB 115 An Act allowing expenses of the correctional
i ndustries program that nay be financed from the
correctional industries fund to include the
sal aries and benefits of state enpl oyees.

SB 115 was HEARD and HELD in Conmmittee for further
consi derati on.

SB 120 An Act relating to the state's sovereign imunity
for certain actions regarding injury, illness, or
death of state-enployed seanen and to workers
conpensation coverage for those seanen; and
providing for an effective date.

SB 120 was reported out of Conmttee wth a “do
pass” recommendation and with a zero fiscal note
#1 by Departnment of Adm nistration and fiscal note
#2 Dby the Departnment of Labor and Wrk Force
Devel opnent .

#SB120
SENATE BILL NO._ 120

An Act relating to the state's sovereign immnity for
certain actions regarding injury, illness, or death of
state-enployed seanen and to workers' conpensation
coverage for those seanen; and providing for an
effective date.

Co-Chair Harris asked if the Unions were supportive of the
proposed | egi sl ati on.

SUSAN COX, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF LAW
advi sed that there have been hearings in other commttees on
this bill and the identical House bill, HB 164. She not ed
that in the Senate Labor and Commerce Commttee, the Union
attorney, M. Joe Celdoff suggested that there be sone kind
of legal review and Senator Con Bunde requested that the
Departnent of Law provide that review. The Inland Boatmn’s
Union (IBU did have a nenber testify in opposition to the
| egi sl ation. She observed that testinony seened to be nore
of a “neutral” observation.

Ms. Cox continued, in the House Judiciary Commttee,
Representative Gara asked if the Inland Boatnman’s Union
(IBU) was for or against the bill. The representative was
not willing to take a position at that tine. Ms. Cox
understood that a gentleman, M. David Moore, thought that
the bill could benefit 98% of the nenbers nore than the
current system does.

PETER LAPINSKI, (TESTIFIED VIA TELECONFERENCE), | NLAND
BOATMANS UNION (IBU), KETCH KAN, stated that it was the
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official position of the IBU Al aska that they oppose the
bill and that they do not want to go into the worker's
conpensati on pl an. He stated that it would be detrinental
to the Union nenbers and not in their best interest.

Co-Chair Harris noted that there had only been one testinony
in opposition to the |egislation.

Co-Chair Harris MOVED to report SB 120 out of Committee with
i ndi vi dual recommendations and with the acconpanying fiscal
not es.

Representative Croft OBJECTED.

Representative Croft stated that these enployees should not
be forced out of the Jones Act. They have testified through
their Union representative that they do not want the change.
He wunderstood that worker’s conpensation would severely
limt the benefits and what a jury could award for an injury
on the job. The trade-off is that they would receive a “l ot
| ess noney, quicker”. He recommended that it should be the
enpl oyees that make the decision to change.

KEVIN JARDELL, ASSI STANT COWM SSI ONER, DEPARTMENT  OF
ADM NI STRATION, noted that another |BU representative had
testified in the Senate Judiciary Conmttee indicating that
98% 99% of their nenbership supports the change. M.
Jardell stressed that the legislation wuld provide a good
policy and that the Admnistration believes in it.

At - Ease:
Reconvene:

© o
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Co-Chair Harris asked if the legislation would require that
the seanen working on the Al aska H ghway System would have
to be under the worknen's conpensation insurance rather than
a different type of protection system M. Jardell replied
that was correct.

Co-Chair Harris asked if at the present tine, those
enpl oyees had the right to be under either system M.
Jardell stated they did not. At one tinme, they did bargain
to be included under worknen' s conpensation. A single
individual litigated the issue of whether it was a bargain-
abl e issue. The Al aska Supreme Court stated that you cannot
bargain your way out of the Jones Act w thout changing the
statute asserting the State’s imunity.

SB 120 provides the statutory authority to bring the State
enpl oyed seanen under the worker’s conpensation rules. He
commented that this would be a better remedy for a vast
maj ority of | abor enpl oyees on the sea.
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Co-Chair Harris asked the difference between the two
syst ens.

Ms. Cox explained that there are no fault renedies now for
seanen. If a person becones injured or ill at sea, they
woul d be entitled to their wages until the end of the voyage
w t hout deductions from their regular sick-leave account.
That person would receive their regular paycheck for that
voyage. They also receive a nmmintenance stipend to cover
food and 1odging, which amunts to a $45 dollar a day

paynment until they recover and are able to return to the
vessel . Ms. Cox pointed out that no fault renedies are
currently being paid. In addition, if that person is

injured on a vessel and believe that it was the fault of the
enpl oyer, they would have the right to sue the enployer
under the Jones Act. |If they do sue, the potential range of
damages that could be recovered would be nore substanti al
than would be available in the typical, no-fault worker’s
conpensation claim She went on to say that if the injured
person had no intent to sue, the $45 dollars a day is |less
significant and a smaller paynent than they would receive
t hrough worker’s conpensati on. That paynment would be nore
equi valent to 80% of the net wage, tax-free. The proposed
system woul d provide as no fault neasure nore as an econom c
conpensation to nost enployees with nost injuries. In the
case of a nore significant injury, the potential for
recovery is greater under the Jones Act but again, they
woul d have to prove fault and would have to hire a |l awer to
do it.

Co-Chair Harris clarified that the Jones Act would be better
if the enployee had to sue for damages. M. Jardell replied
that was not always the case. There is potentially a
greater windfall in the end wth the Jones Act; however,
t here have been sone instances where it has taken four years
for the case to close. Whereas, with worker's conp, the
cl ai m pays 80% of net income. He believed the policy would
benefit State enpl oyees.

Representative Stoltze asked what was the definition of a
“seaman” and how many enployees would be included in the
| egi sl ati on. Ms. Cox responded that it would apply to all
the people that work on the ships for the Alaska Marine
H ghway System There are approximtely 650 enployees
wor ki ng on those ships. Additionally, there are enployees
that work on |aw enforcenent and research vessels who al so
woul d qualify.

Representative Stoltze noted that the legislation would
affect three different State agencies, the Departnment of
Fish and Gane, Departnent of Transportation & Public
Facilities and Departnent of Public Safety.
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M. Lapinski explained that in the current contract, if the
enpl oyee becones sick or injured, they would continue to be
paid until the end of the voyage. That | anguage woul d
continue to be in the contract. He added that the Al aska
Marine Hi ghway System is a seasonal job and that the
enpl oyees do not make a | ot of noney. He noted that 70% of
the enployees receive a very mninmal paynent. The $45
dollars a day, if they got sick, helps them out and plus
they receive mai ntenance on their nedical and are paid until
cured. Under the workman’s conp, if that enployee got sick
on the job, they receive nothing. He stressed it would be
detrinmental to the nenbers.

Representative Croft advised that the |egislation would not
be in the best interest of the enpl oyee. He stressed that
there are “good reasons” that the enployees want to stay
under the Jones Act. He recommended that they be given the
choi ce.

Co-Chair Harris interjected that sone individuals in the
Union want it and sone do not. He stated he woul d support
the bill.

A roll call vote was taken on the notion to nove the bill
from Comm ttee.

I N FAVOR: Wi t aker, Chenault, Foster, Meyer, Stolze,
Harris, WIIlians
OPPCSED: Croft, Moses

Representative Hawker and Representative Joule were not
present for the vote.

The MOTI ON PASSED (7-2).

SB 120 was reported out of Committee wth a "do pass”
recoomendation and wth a zero fiscal note #1 by the
Department of Admnistration and fiscal note #2 by
Depart ment of Labor & Workforce Devel opnent.

#SB115
SENATE BILL NO_ 115

An Act allow ng expenses of the correctional industries
program that my be financed from the correctiona
industries fund to include the salaries and benefits of
st ate enpl oyees.

JERRY BURNETT, DI RECTOR, ADM NI STRATI VE SERVI CES Dl VI SI ON

DEPARTMENT OF CORRECTIONS, stated that SB 115 would all ow
the admnistrative costs of the Correctional |Industries
Program to be paid from product revenues instead of the
general fund.
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Currently, 14 correctional industry positions are paid from
the general fund. By allow ng enployee salaries to be paid
fromthe correctional industries fund, the Departnent would
be taking the first step toward nmaking the program self-
sufficient.

M. Burnett wunderstood that Vice-Chair Meyer would be
providing a commttee substitute, which originated from
di scussions in the House State Affairs Commttee on HB 161

the conpanion bill. The purpose of the committee
substitute, which the Departnment would support, would nmake
it clear that the correctional industries wll cooperate
with and for the benefit of the private industry. The

intent is to insure that revenues could be increased enough
to make it self-supporting. Currently, $960,000 dollars a
year is paid in salaries.

Representative Stoltze inquired the plans for the M.

McKi nl ey neat processing plant. M. Burnett responded that
at this point, the Departnent of Natural Resources through
the Dvision of Agriculture wll support the product
manager’s salaries within that plant. The Departnent of
Corrections wll continue to provide security and inmate
| abor.

Co-Chair Harris asked if it was scheduled to be shut down.
M. Burnett replied that Departnent of Corrections has no
pl ans to make changes to that operation.

Co-Chair Harris noted that the $960,000 dollars would be
shifted to the correctional industry fund. He asked if
currently, the Departnment was nmaking $960,000 dollars
through that system M. Burnett replied that at the end of
FY03, it is expected that there will be approximately a $400

t housand dol | ar bal ance. He added that the Departnent is
| ooking at a nunber of ways to increase sales. The
commttee substitute will provide nore tools to increase

revenues. He listed neasures that the Departnent currently
has undertaken. Recently, the Departnent closed the Juneau
Al aska Correctional Industries office, which consists of two
people and a $50,000 dollar a year grant and wll be
avoi di ng those costs. He believed that the Departnent woul d
be able to make the projected anount this year.

Co-Chair Harris reiterated his question if the Departnent
will make the targeted anount of $960, 000 dollars this year.
M. Burnett stated that they intent to make that nuch “in

the future”. He reiterated that they would be increasing
product sales and would not be conpeting with the private
sector. Current statute requires that correctional
industries wll not conpete with the private sector. The

commttee substitute nakes that a nore positive statenent in
regard to the private sector.
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Representative Stoltze asked what M. Burnett neant by
“avoiding costs”. M. Burnett replied that was in reference
to reducing the lease costs and avoiding a cost that they
currently have been paying at $50,000 a year.

Co-Chair WIlliams indicated that the Commttee would wait
for the commttee substitute to be presented later this
af t er noon.

SB 115 was HELD in Conmmttee for further consi deration.

#HB61
HOUSE BI LL NO. 61

An Act establishing an exploration and devel opnent
incentive tax credit for persons engaged in the
exploration for and developnent of Iess than 150
barrels of oil or of gas for sale and delivery w thout
reference to volunme from a |ease or property in the
state; and providing for an effective date.

Representative Chenault MOVED to ADOPT Anendnent #1, #23-
LS0270\ Q 4, Chenoweth, 4/24/03. (Copy on File). Co- Chair
Wl lianms OBJECTED for purposes of discussion.

Representative Chenault explained that the anendnent would
address concerns voiced by Representative Hawker at the | ast
nmeeting. The new | anguage woul d establish the paraneters of
when the tax credit can happen.

Co-Chair WIIlianms W THDREW hi s OBJECTI ON.

There being NO further OBJECTI ON, Amendnent #1 was adopt ed.
Representative Chenault MOVED to ADOPT Anendnent #2, #23-
LS0270\ Q 2, Chenoweth, 4/24/03. (Copy on File). Co- Chai r
Harris OBJECTED for purposes of discussion.

Representative Chenault explained that Anmendnent #2 would

address concerns regarding “operators”. The anendnent would
change the current |anguage of “person” to “operators” and
would insert I|anguage on Page 1, Line 9: “That 1is an

operator or working interest owner directly”.

Co-Chair Harris WTHDREW hi s OBJECTI ON.

There being NO further OBJECTI ON, Amendnent #2 was adopt ed.
Representative Chenault MOVED to adopt Anendnent #3, #23-
LS0270\ Q 3, Chenoweth, 4/24/03. (Copy on File). Co- Chai r
Harris OBJECTED for purposes of discussion.

Representative Chenault explained that Anmendnent #3 inserts
new | anguage at the request of the Departnment. The | anguage
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would tie the bill in with incone tax credit by inserting
t hat | anguage on Page 2, Line 7: “In or before the tax year
in which the credit is clainmed through the date the reserves
produce gas for sale and delivery”.

Co-Chair Harris WTHDREW hi s OBJECTI ON.
There being NO further OBJECTI ON, Amendnent #3 was adopt ed.

Representative Foster MOVED to report CS HB 61 (FIN) out of
Committee wth individual recommendations and wth the
acconpanyi ng fiscal notes.

There being NO OBJECTION, it was so ordered.

CS HB 61 (FIN was reported out of Committee with a “do
pass” recommendation and with zero fiscal note #1 by the
Department of Natural Resources and zero fiscal note #2 by
t he Departnent of Revenue.

#

ADJ QURNVENT

The neeting was adjourned at 9:48 A M
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