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O r i g i n a l  s p o n s o r s ! B a r n e s , C l o c k s i n , 
Bussell, et al

IU T H E  H O U S E  ‘ B Y  T H E  F I N A N C E  COISJITTES

CS FOR ROUSE BILL HO. 182 (Finance)

H i  T H E  L E GISLATURE 0? T H E  STATE OF A L A S K A  

T H I RTEENTH LEGIS L A T U R E  - F I R S T  S E S S I O N

A  BILL

F o r  A n  Act entitled: "An Act exempting p a r ticipants i n  - r e s i d e n t i a l  drug

abuse and alco h o l i s m  treatment p r o g r a m s  f r o m  A l a s k a ' s  

m i n i m u m  w a g e  provisions, and p r o v i d i n g  a  w a g e  s c a l e .” 

BE IT ENACTED B Y  THE LEGISLATURE OF THE STATE O F  ALASKA:

* Sec t i o n  1. A S  23.10 is amended by adding a n o w  s e c t i o n  t o  read;

Sea. 23.10.071. RAGES FOR U O R K  THERAPY. <a) For w o r k  therapy, 

as defined in AS 47.37.270, a  p a rticipant in & r e s i d e n t i a l  d r u g  abuse 

or alcoholism treatment p r o g r a m  d e s igned to c::tond n o  re t h a n  120 days 

may be paid less than the m i n i m u m  w a g e  p r e s c r i b e d  i n  A S  23. 1 0 . 0 5 0  -

23.10.150 if the rate has b e e n  approved by the c o m m i s s i o n e r  u n d e r  this 

section and is in compliance w i t h  federal law.

(b) The commissioner shall adopt r e g u l a t i o n s  r e g a r d i n g  the 

payment of wages i:or w o r k  therapy. In a d o p t i n g  the r e g u l a t i o n s ,  the 

c ommiesionor shall consider w h e t h e r  the w o r k  p e r f o r m e d  by the p a t i e n t

(1) is solely tor the benefit of the p a t i e n t  and is that 

w h i c h  is ordinarily carried on by patients in a  r e s i d e n t i a l  tr e a t m e n t  

program;

(2) w o u l d  ordinarily be p e r f o r m e d  by f u l l - t i m e  e m p l o y e e s  of 

the program;

(3) is w o r k  that m a y  produce income to the p a t i e n t ,  ot h e r  

than wages;

(4) produces goods or services the p r o c e e d s  o f  w h i c h  w i l l  

economically or o t h erwise benefit the owners, oper a t o r s ,  or bus i n e s s e s  

of the rehabilitation program; and

-1“ CSrlB I d  (Fin)
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(5) creates an u n f a i r  competition w i t h  p r i v a t e  e n t e r p r i s e

because cf lower wa g e  standards.

* Sac. 2. AS 47.37 is amended by adding a n e w  s e c t i o n  to read:

Sec. 47.37.245. WAGES OF P A T I E N T S . (a) A  p a r t i c i p a n t  in a

r esid e n t i a l  drug abuse or a l c o h o l i s m  treatment p r o g r a m  a a y  b e  paid 

wages for w o r k  therapy. The payment of wages for w o r k  t h e r a p y  b y  a 

d r u g  or a l c o h o l i s m  treatment p r o g r a m  shall be c o n s i d e r e d  a n  a l l o w a b l e  

cost un d e r  the d e p a r t m e n t’s regulations g o v erning costs a g r a n t e e  may- 

pay w i t h  m o n e y  received from a grant.

(b) Wo part of the w a g e  earned by the p a t i e n t  w o r k e r  m a y  be 

deducted for the cost of room, board or services. T h e  p r o g r a m ,  h o w­

ever, af t e r  the payment of wages, n a y  assess and c o l lect the r e a s o n­

able cost of treatment according to rates e s tablished un d e r  AS 47.37.- 

240, and o n  the sane basis it assesses and collects f r o m  nor.-working 

patients.

(c) Wages earned by the patient w o r k e r  m a y  b e  h e l d  i n  trust by 

the p r o g r a m  for the benefit of the patient, and, e x c e p t  as p r o v i d e d  in 

(d) of this section, n a y  be disbursed by the p r o g r a m  o n l y  w i t h  the 

patient's consent

(1) for the support of the patient's dependents;

(2) to p a y  a civil judgment;

(3) for the purchase of gifts, clothing, a n d  itens of

p e r sonal use;« w

(4) to pay resti t u t i o n  or a fine;

(5) for other purposes considered a p p r o p r i a t e  by the t r e a t­

men t  program.

(d) tiages earned by the patient w o r k e r  m a y  b e  d i s b u r s e d  w i t h o u t  

the p a t i e n t’s consent in accordance w i t h  a final c o u r t  order.

* Sec. 3. AS 47.37.270 is amended by adding &  n e w  p a r a g r a p h  to read:

l-*r i  r / «.
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(14) “wo r k  therapy”

(A) aeans an activity that involve.3 a p a t i e n t  in b a s i c  

anployaent skills and assists the patient in r e i n t e g r a t i o n  into a 

c o m m u n i t y j

(B) does not include

(i) activities such as p e r s o n a l  h o u s e k e e p i n g  

chores or cooperative responsibilities e x p e c t e d  of e a c h  

patient in the program; or

(ii) work, that produces goods o r  s e r v i c e s  f o r  sale 

or d i s t r i b u t i o n , the proceeds of w h i c h  w o u l d  b e  r e t u r n e d  to 

the owners, o p e r a t o r s , o r  businesses of t h e  r e h a b i l i t a t i o n  

p r o g r a m .



I. REQUEST '!!• FISCAL DETAIL
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residential drug abuse and alcoholism treatment 
EXPENDITURES/REVENUES: (Thousands of Dollars)

O P E R A T I N G

FY S 3  i FY 84 i FY 8 5  i FY  3 6  ! F Y  87 ! F Y  S 3  !

1 1 1 I

100 P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L

40 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

60 0  L A N D  & S T R U C T U R E S

7 0 0  G R A N T S ,  C L A I M S ,  E T C

1 1 1 1 1

i i i i i

• 1 i i i i

1 i l l !
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F U N D I N G :  { T h o u s a n d s  o f  D o l l a r s )
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! F E D E R A L  F U N D S • 1 l ! 1 i

O T H E R  ( S p e c i f y  S o u r c e ) I 1 1 ; ' i
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F U L L - T I M E I ! 1 I I

P A R T - T I M E I I ! ! ! !

T E M P O R A R Y 1 i 1 f i !

I 1 1 « I

S O U R C E  OF F U N D S  T O  O F F S E T  F I S C A L I M P A C T  O F  3 ILL:

IV. ANALYSIS; Attach a separate page for any Analysis

P r e p a r e  r y : G e o r o e  E. M u n d e l l . A c t i n g  C n o r d i n a t n r  

D i v i S i c n : 0 f f i c e  o f  A l c o h o l i s m / D r u a  A b u s e ______________

cre: 586-6201
D a c e : 5 / 1 2 / ?
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T he f o l l o w i n g  i ndivid uals are e x p e c t e d  to t e s t i f y  on CS 
HB 182 (L&C):

Carl Nelson, staff to R e p r e s e n t a t i v e  B a r n e s  (prime 
sponsor)

L o r e n  Jones, O ffi ce of A l c o h o l i s m  & D r u g  Abuse, DHSS

A  r e p r e s e n t a t i v e  of the D e p a r t m e n t  o f  L a b o r  (for 
q u e s t i o n s  on the fiscal note)
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POSITION PAPER 

HOUSE BILL 182

"An Act exempting participants in residential drug abuse and alcoholism 
treatment programs from Alaska's minimum wage provisions, and providing 
a wage scale."

The Department of Health and Social Services is supportive of this 
legislation.

The issues and remedies surrounding this proposed legislation arose with 
the advent of a long term care program for the chronic and significantly 
debilitated alcoholic. The individuals to be served by these programs 
have long histories of unemployment, skill depreciation, loss of positive 
employment experiences and loss of positive life experiences. Long term 
care is defined as treatment lasting from a minimum 120 days to a maximum
of 2 years with an average length of 1 year.

One of the intents of long term care treatment program is to have clients
engage in a form of work therapy as part of their overall treatment regime. 
Such work therapy will be designed to help the client re-establish or 
re-learn basic learning, life and employment skills. It is the intent of 
the long term care treatment program to be more than a warehouse for the 
most severely afflicted casualties of the disease alcoholism.

The Department is also concerned that clients' rights be protected. The
Department is also concerned that short term treatment programs provide 
intensive therapy to appropriate clients. To this end the Department of
Health and Social Services would recommend the following.

House Bill No. 182, lines 12 through 14 be amended to read:

(b) Participants in residential drug and alcoholism 
treatment programs [designed to exceed 120 days in length,] 
may be paid less than the minimum wage prescribed in 
AS 23.10.050-23.10.150 for work therapy, as defined in 
AS 47.37.270.

House Bill No. 182, lines 16 through 19 be amended to read:

Sec. 47.37.245. Wages of Patients. Participants in 
residential drug abuse and alcoholism treatment programs,
[designed to exceed 120 days in length,] shall be paid for 
work therapy, as defined in AS 47.37.270, at the rates 
established under AS 33.32.050. [AS 33.32.050(a)].

These recommended changes would have the effect of limiting the applica­
bility of the exemption from the minimum wage law. It is the Department's 
position that only long term care treatment programs (designed to exceed 
120 days) be exempted.

2
_
^
i
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Recommended by:

Date:

Approved by:

Date:

GeorgeT. Mundell 
Acting Coordinator 
Office of Alcoholism/ 
Drug Abuse

■ ?/' / £ ?  .

tobert London Smith, Ph.D.
Commissioner
Dept, of Health &
Social Services
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O P E R A T I N G

1 0 0  P E R S O N A L  S E R V I C E S 65.0 68.9 73.0 77.4 82.0

2 0 0  T R A V E L 1 2.4 13.1 13.9 14.7 15.6

3 0 0  C O N T R A C T U A L 23.2 24.6 26.1 27.7 2 9.4

4 0 0  C O M M O D I T I E S 2.5 2.7 2.9 3 7 1 " 3.3

5 0 0  E Q U I P M E N T 4.0

6 0 0  L A N D  & S T R U C T U R E S
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C o p y  t o  R e q u e s t o r  (if d i f f e r e n t  f r o m  S p o n s o r )  3 / 8 / 8 3
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Detail Bill Analysis House Bill 182

Under this bill a large segment of the work force currently entitled to full 
coverage for minimum wage would no longer be covered, and as a result the 
Department of Labors' work load to ensure workers are not abused and unfair 
trade practices do not occur would be increased.

The Department will require one Wage and Hour Investigator located in Anchorage 
to handle the additional workload. In addition, a Clerk Typist II will be 
necessary to lend the investigator support and free the position to make field 
calls.

Assumptions:

Effective date of July 1, 1983
6% per annum inflation rate
Equipment cost in FY 1984 is a one-time item

Potential for 22 separate programs that will require monitoring (13 current­
ly operating with an average monthly capacity of 350 clients).

LEG:A :12



1.
POSITION TITLE

Wage and Hour Investigator I
RANGE/STEP
16 A

BARG. UNIT
GGU

FORM 12 PAGE/LINE .’•itVslV!*."****

2.
TYPE OF POSITION 

PFT

STAFF MONTHS 1 RP NUMBER
12 J H3 182

PCN NUMBER BRU PRIORITY 

____________ A

LOCATION
Anchorage A

ELECTION DISTRICT

•J •
4.

uum m u m  iuiy llvcl i i nuui i i uiy i a a
TYPE OF EXPENd77urT “ AMOUNT

JUo11rILAIIUN

1 2 3
PERSONAL SERVICES’

a 5 . Salary 30,886
6. Benefits 4,902 This position will determine compliance 

theranv waae reauirements: Derform onsi
with work

7. Supplemental Benefits 1,893 te inspect ion
8. Fixed Benefits 2,880 of facilitlies: interview patients and staff: re-
9. TOTAL PERSONAL SERVICES 01 40,561 review case records for determinations and personnel
10. Travel 02 12,400 actions for wade rates.
11. Contractual 03 12,460
12. Commodities O'* 1,000 The ineunhent will be reauired to travel extensively
13. Equipment 05 1,500 thrnuahout the State, therefore. $12,400 has been request- 1
14. Other ed for in-state travel.
15. TOTAL COST . b/,92i

Contractual services includes $4,068 for indirect support E 
cervires. $3,400 in rent, and $5,000 for basic ODeratina

RECEIPT CODE FUNDING SOURCE py npn<;p<;.
16. Federal Receipts 1002 A
17. G.F. Match 1003 The enuinment linp it.pms includes $1,500 to Durchase basic
18. 100 General Funds 1004 67,921 office pnuinment for this Dosition.
19. I-A Receipts 1005
20. Program Receipts 1028 A

1 21-
Other .

I

vXv!vXvIv!v*v*X*;*/;vXv/X*XvXvIv*v*v*;v!

S:| F0R B&M USE ONLY 
4A KEY NUMBER ---- f 5 |

1  3  R E Q U E S T  F O R  
N E W  P O S I T I O N

a g e n c y  Labor

01-1136 (7/82)-13

p r o g r a m Worker Protection F Y  8 4

bru Labor Standards & Safety

COMPONENT Wage and Hour

Page 1 of

Revised Date



1 .

POSITION TITLE
Clerk Typist

n o o n

I

RANCE/STEP
7A

BARG. UNIT
GGU

FORM 12 PAGE/LINE * * * * *

2.

3.

5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

16.
17.
18.
19.
20.
21.

TYPE OF POSITION
PFT

STAFF MONTHS 
12

RP NUMBER
HB 182

PCN NUMBER

CONTINUATION LEVEL
TYPECTF EXPEND I TUI

I I ADDITION t XX |i:: 
RE

1

PERSONAL SERVICES'
Salary
Benefits
Supplemental Benefits
Fixed Benefits

17,657
2,802
1,082
2,880

TOTAL PERSONAL SERVICES 01
Travel 02
Contractual 03
Commodities OA

Equipment 05
Other
TOTAL COST

RECEIPT CODE FUND INC SOURCE
Federal Receipts 1002
G.F. Match 1003
General Funds 1004
I-A Receipts 1005
Program Receipts 1028
Other

r FUR B&M USE ONLY 
4A KEY NUMBER

T mount

24,421

10,725
1,500
2,500

&,146

39.146

BRU PRIORITY LOCAiI ON ELECTION DISTRICT
Anchorage A

JUSTIFICATION

This position will lend clerical support to the Wage and 
Hour Investigator. Type correspondence for signature of 
composer; including preparation of technical or legal doc­
uments, complex material (i.e. regulations, form layouts 
and masters), transcribe from dictation, tape recording 
or draft. Compile Wage and Hour activity data, type 
statistical and/or investigative documentary reports.

Contractual services include $2,325 for indirect support 
services, $3,400 in rent, and $5,000 for other normal 
operating costs.

The equipment line items include $2,500 to purchase basic 
office equipment for this position.

L 1 3  R E Q U E S T  F O R  
N E W  PO S I T I O N

agency Labor

PROGRAM W n r k p r  Prot ec t inn
F Y  8 4

bru labor .Standards & Safety

01-1136 (7/821-13
COMPONENT Wa g e  a n d  Hour

Page ? of  2_

Revised Date
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F I S C A L  N O T E R e v i s i o n  D a t e  M a y  10 , 1 9 8 3

( P a g e  1 o f  3 )

I. R E Q U E S T  } II; F I S C A L  D E T A I L

B i 1 I / R e s o l u t i o n  N o . : C S  f o r  HB 182 (L&C) A g e n c y  A f f e c t e d : L a b o r  _____________ _

T i t l e :  “. . . r e s i d e n t i a l  d r u g  a b u s e . . .11 P r o g r a m  C a t e g o r y  A f f e c t e d :  W o r k e r  P r o t e c t i
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F I S C A L  N O T E

T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A  

: T H I R T E E N T H  L E G I S L A T U R E  

• - T I T L E : " A n  A c t  r e l a t i n g  t o  r e s i d e n t i a l  d r u g  a b u s e . . . "

^ A G E N C Y  A F F E C T E D :  D e p a r t m e n t  of L a b o r
- — ■**-

- C S H B  1 8 2 (L&C) (Page 2 of 3) *

J J n d e r  t h i s  Bill p a r t i c i p a n t s  i n . w o r k  t h e r a p y  in l o n g  t e r m  r e s i d e n t i a l  d r u g  

a b u s e - o r  a l c o h o l i s m  t r e a t m e n t  p r o g r a m s  m a y  be p a i d  le s s  t h a n  t h e  m i n i m u m  w a g e  

p r e s c r i b e d  in A S  2 3 . 1 0 . 0 5 0  - 2 3 . 1 0 . 1 5 0 ,  i f . t h e  ra t e  has b e e n  a p p r o v e d  b y  t h e  

C o m m i s s i o n e r  a n d  is in c o m p l i a n c e  w i t h  F e d e r a l  Law.

TheE D e p a r t m e n t ' w i l l  r e q u i r e  a C l e r k  T y p i s t  III t o  p r o v i d e  a f o c a l p o i n t  b e t w e e n  

t h e t r e a t m e n t  a g e n c y  an d  t h e  D e p a r t m e n t  t o  i n s u r e  p r o c e s s i n g  of a p p l i c a t i o n s  

f o r w a i v e r ;  r o u t i n g  a n d  c l e r i c a l  a s s i s t a n c e  f o r  a p p r o v a l s  a n d  d e n i a l s ;  m a i n t e ­

n a n c e  o f  c e n t r a l  r e c o r d s  s y s t e m  t o  i n s u r e  m o n i t o r i n g  a nd  p e r i o d i c  r e v i e w  o f  

“p r o g r a m  r e s i d e n t s ;  a n s w e r  a n d  r o u t e  i n q u i r i e s  a n d  c o m p l a i n t s  f o r  r e v i e w ,  a n d  

p r o v i d e  c l e r i c a l  s u p p o r t  t o  p r o f e s s i o n a l  s t a f f .  C u r r e n t l y ,  o n l y  t w o  p r o g r a m s  

- Ak'eela H o u s e  and N u g e n t ' s  R a n c h  p r o v i d e  l o n g  t e r m  r e s i d e n t i a l  p r o g r a m s .  •

' A s s u m p t i o n s :

E f f e c t i v e  d a t e  o f  J u l y  1, 198 3  

6 %  p e r  a n n u m  i n f l a t i o n  r ate.

E q u i p m e n t  c o s t s  in F Y  '84 is a o n e  t i m e  i-tem.

L i m i t e d  t o  l o n g  t e r m  r e s i d e n t i a l  t r e a t m e n t  for n o t  m o r e  t h a n  1 8 0  p a r t i c i p a n t s  

o v e r  a t w o  y e a r  p e r i o d .
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ELECTION DISTRICTBRU PRIORITY

JUSTIFICATION

RECEIPT CODE FUNDING SOURCE

FOR Dill USE ONLY 
4A KEY NUMBER

1 '■

POSITION TITLE

C l e r k  T y p i s t III

•

J
TYPE OF POSITION STAFF MONTHS RP NUMBER PCN NUMBER

M *
- w - 1 ___________ , 12 ^ C S  M B  102

P CONTINUATION LEVEL | . | ADDITION | X JSi:
TYPE OF EXPENDITURE a m o u n t ; ■'

1 2 3

PERSONAL SERVICES'
I 5. Salary < 1 9 , 18 C

1 c -
Benefi ts 3 , U 4 b

7. Supplemental Benefits ”■ 1 , 1 7 6

G. Fixed Benefits 2,88(J

9. TOTAL PERSONAL SERVICES oi 2 6 , 2 8 6

10. Travel 02 0
11. Contractual 03 10,927

12. Commodlties 04 ,500"

13. Equipment 05 2 , 6 6 0

Vi. Other
15. TOTAL COST -in/JTn-

Federal Receipts 1002
G.F. Match 1003
C e n e r a l  F u n d s
I-A Receipts 1005
Program Receipts 1028 
Other

41,216

Hi is position will provide a focal point (liason) between 
alcohol and drug abuse treatment agencies and the depart­

ment: Duties will include processing applications for

waivers; routing and clerical assistance for approvals and 

denials; maintenance of central records system for mo n i­
toring, and review of program residents; answer and route 
inquiries and complaints for review; and provide clerical 
support to professional staff.

Contractual Services includes $3,400 in rent, $2,527 for 
indirect support services, and $5,000 for other normal 
operating costs.

The equipment line item consist of $2,500 to purchase 

basic office equipment for this position.

„ a g e n c y "Labor________ '
* 1

' p r o c r a m  Worker Protection

Labor Standards & Safety

C S H B  1 8 2 ( L & C )



MEMORANDUM State of Alaska
TO:

F R O M :

n o b e r t  L. Cole 
Coordi nato r
O f f i c e  of A l c o h o l i s m / D r u g

W I L S O N  L. C O N D O N  
A T T O R N E Y  G E N E R A L

By: (A
Linda Scoccia 

A s s i s t a n t  A t t o r n e y  General

You have asked several q u e s t i o n s  r e g a r d i n g  p a y ment 
of w ages to c l i ents of Nugen's Ranch, a l o n g - t e r m  alcohol 
t r e a t m e n t  facil i t y ,  for work that they do w h i l e  r esiding at 
the Ranch. You state that a c o m p o n e n t  of *he p r o g r a m  at 
N u g e n ' s  Ranch is work t h e r a p y ,  and that the p r o g r a m  will 
d e v e l o p  a farm, with the clients e n g a g i n g  in such a c t i v i t i e s  
as h a r v e s t i n g  crops, t e n d i n g  a g r e e n h o u s e ,  and doing general 
h o u s e k e e p i n g  at the Ranch, as well as a s s i s t i n g  nearby farmers 
with t h e i r  crops. You also state that any p r o c e e d s  in food 
or m o n e y  will go back into f a c i l i t y  o p e r a t i o n s .

You pose a se r l e u  of q u e s t i o n s  r e g a r d i n g  c o v e r a g e  
of the c l i e n t - w o r k e r s  for the a b o v e - m e n t i o n e d  a c t i v i t i e s  
u n d e r  state and federal -law: e s s e n t i a l l y ,  t h ree issues are 
raised by y o u r  q u e s t i o n s :  (1) are the clients e m p l o y e e s ? ;
(2) if yes, are they w o r k i n g  in c o v e r e d  e m p l o y m e n t ? ;  and
(3) if yes, are they e x e m p t  by vi r t u e  of t h e i r  d i s a b i l i t y ?

The state and federal laws w hich c o ver q u e s t i o n s  of 
m i n i m u m  wage and o v e r t i m e  are, r e s p e c t i v e l y ,  the Alaska Wage 
and H o u r  Act, AS 2 3 . 1 0 . 0 5 0 - . 1 5 0 ,  and the Federal L abor 
S t a n d a r d s  Act ( F L S A ) , 29 USC §§201-219, and the r e g u l a t i o n s  
a d o p t e d  t h e r e u n d e r .  AS 23.1 0 , 0 6 5  /_1_ p r o v i d e s  in p e r t i n e n t  
par t :

M I N I M U M  WAGES. An e m p l o y e r  shall pay 
to each of his e m p l o y e e s  w a g e s  at a rate 
of not less than 50 cents an hour 
g r e a t e r  than the p r e v a i l i n g  Federal 
M i n i m u m  W a g e  Law or $ 2 . 6 0  an hour, w h i c h­
ever is sw e a t e r ,  for hours w o r k e d  in a 
pay period, w h e t h e r  the work is m e a s u r e d  
by time, piece, c o m m i s s i o n  or o t h e r w i s e .

/1 The federal c o u n t e r p a r t  is 29 USC §206. Since both federal 
and state law seem to apply, and state law is based on the 
federal law, see M c G i n n i s  v. Stevens, 543 P . 2d 1221 (Alaska 
1975), and, for p u r p o s e s  of this i nquiry, they are virtu a l l y  
i n t e r c h a n g e a b l e ,  I shall not focus e x c l u s i v e l y  on either.

D ATE :

A b u s e  F IL E  NO: 

T E L E P H O N E  NO: 

S U B J E C T :

April 12, 1982 

J 66-4 84- 82 

4 6 5 - 3 6 0 3

P a y m e n t  of Wages 
in T h e r a p e u t i c  
Work P r o g r a m

02-001A(Rov. 10/79)



R o b e r t  L. C o l e

C o o r d i  n a t o r

O f f i c e  o f  A l c o h o l i s m / D r u g  A b u s e

A p r i l  1 2 ,  1 9 8 2

P a g e  T w o

Both state and federal law have p r o v i s i o n s  e x e m p t i n g  certain 
c a t e g o r i e s  o f  w o r k e r s  f r o m  p a y m e n t  o f  the m i n i m u m  wa g e  J_2_ and 
p r o v i d i n g ,  instead, for p a y m e n t  of less than the m i n i m u m  
wage. AS 2 3 . 1 0 . 0 7 0  p r o v i d e s  in p e r t i n e n t  part:

Sec. 23'. 10.0 70. E X E M P T I O N S  FROM 
M I N I M U M  WAGE. To the e x t e n t  n e c e s s a r y  
to p r e vent c u r t a i l m e n t  of o p p o r t u n i e s  
of e m p l o y m e n t ,  the c o m m i s s i o n e r  may by 
r e g u l a t i o n s  or o r d e r s  p r o v i d e  for the 
e m p l o y m e n t  at w a g e s  l o wer than the m i n i­
mum  wage p r e s c r i b e d  in AS 2 3 . 1 0 . 0 5 0 - -
2 3 . 1 0 . 1 5 0  of

(1) an individual w h o s e  e a r n i n g  
c a p a c i t y  1s i m p a i r e d  by physical or 
mental d e f i c i e n c y ,  age, or injury, at 
the w a ges and s u b j e c t  to the r e s t r i c­
tions and for the pe r i o d  of time w hich 
is fixed by the c o m m i s s i o n e r  . . . /_3

U n d e r  state r e g u l a t i o n  , h o w e v e r , p e r s o n s  p a r t i c i p a t i n g  in 
alcohol r e h a b i l i t a t i o n  are s p e c i f i c a l l y  e x c l u d e d  _/4 from the 
a p p l i c a t i o n  of this s tatute. /_5

/2 AS 2 3 . i 0 . 0 7 0  and 29 USC §214, r e s o e c t i v e l y .

/3 The federal e x e m p t i o n  is s i m i l a r ,  a p p l y i n g  to those 
’’’w’hose e a r n i n g  c a p a c i t y  or p r o d u c t i v e  c a p a c i t y  is i mpaired 
by age or physical or mental d e f i c i e n c y  or i n j u r y " ,  29 USC 
§21 4 ( c ) ( 1 ) .

/4 Federal r e g u l a t i o n s ,  29 CFR 5 2 9 . 1 - 5 2 9 . 1 7 ,  d i s c u s s e d  
below, e x c l u d e  such p e r sons if t h e i r  e a r n i n g  or p r o d u c t i v e  
c a p a c i t y  is so i m p a i r e d  that they are not able to earn the 
s t a t u t o r y  m i n i m u m  wage.

/5 8 AAC 15.120 p r o v i d e s  in part:

M I N I M U M  WAGE E X E M P T I O N  FOR HAND I - 
C APPED PERSONS.------------------------

(f) P e r s o n s  u n d e r g o i n g  r e h a b i l i t a t i o n  
t r e a t m e n t  or t h e r a p y  r e l a t i n g  to n a r­
cotics or a l c o h o l i s m  are not c o n s i d e r e d  
h a n d i c a p p e d  for the p u r p o s e s  of AS 23.- 
10.070 and this section.
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R o b e r t  L .  C o l e  A p r i l  1 2 ,  1 9 8 2

C o o r d i n a t o r  P a g e  T h r e e

O f f i c e  o f  A l c o h o l i s m / D r u g  A b u s e

Nor is the c h a r a c t e r i z a t i o n  of the work as " t h e r a­
peu t i c "  d e t e r m i n a t i v e ;  the q uestion is w h e t h e r  the p a t i e n t / c l i e n t  
is an e m p l o y e e ,  that is, w h e t h e r  he or she is e m p l o y e d  by the 
pro g r a m .  The FLSA simply d e f i n e s  " e mploy" /6 as "to suffer 
or p e r m i t  to work". 29 USC §203(g )- The test a d o p t e d  by 
the federal courts looks to the " e c o n o m i c  r eality" of the 
s i t u a t i o n  in d e t e r m i n i n g  the e x i s t e n c e  of an e m p l o y m e n t  
r e l a t i o n s h i p .  In S o u d e r  v . B r e n n a n , 3 6 7  F. Supp. 808 (D.C.
Cir. 1973), p a t i e n t - w o r k e r s  in state h o s p i t a l s  for the m e n t a l l y  
ill and m e n t a l l y  r e tarded sought a d e t e r m i n a t i o n  that the 
p r o v i s i o n s  of the FLSA a p p l i e d to them. The c ourt found in 
t h e i r  favor, and stated:

[T]hc r e a l i t y  is that many cf the p a t i e n t -  
w o r k e r s  p e r f o r m  work for w h ich they are in 
no way h a n d i c a p p e d  and from w h i c h - t h e  in­
stit u t i o n  d e r i v e s  full e c o n o m i c  benefit.
So long as the i n s t i t u t i o n  d e r i v e s  any c o n­
sequential e c o n o m i c  b e n e f i t  the e c o n o m i c  
r e a l i t y  test w o uld ind i c a t e  an e m p l o y m e n t  
r e l a t i o n s h i p  rather than mere t h e r a p u t i c  
e xerc i s e .  To hold o t h e r w i s e  w o u l d  be to 
make t h e r a p y  the sole j u s t i f i c a t i o n  for 
t h o u s a n d s  of p o s i t i o n s  as d i s h w a s h e r s ,  
k i t c h e n  helpers, m e s s e n g e r s  and the like.

367 F. Supp. at 813 ( f o otnotes omitt e d ) .

After this decision, the U.S. D e p a r t m e n t  of Labor 
p r o m u l g a t e d ,  1n 1 975, new r e g u l a t i o n s  J J _  i m p l e m e n t i n g  the 
h o l d i n g  of this case. The r e g u l a t i o n s  e x p r e s s l y  apply to 
" p a t i e n t - w o r k e r s " in "residential c e n ters for drug addicts or 
a l c o h o l i c s " .  / 8  The r e g u l a t i o n s  d e f i n e  " e m p l o y m e n t  r e l a t i o n­
ship" as f o i l o w s :

/6 The Alaska Wage and Hour Act does not d e f i n e  "employ", 
but AS 2 3 . 1 0 . 1 4 5  provides:

D E F I N I T I O N S .  Terms used in AS 2 3 . 10.- 
0 5 0 - - 2 3.1 0. 1 50 shall be de.'ined, w h e r e  
a p p l i c a b l e ,  as they are d e f i n e d  in the 
federal Fair Labor Standards Act of 
1938, as amended, or the r e g u l a t i o n s  
adopted under it.

17 29 CFR 5 2 9 . 1 - 5 2 9 . 1 7

/ 8  29 CFR 5 29.2(b) and (c)



R o b e r t  L.  C o l e

C o o r d i  n a t o r

O f f i c e  o f  A l c o h o l i s m / D r u g  A b u s e

April 12, 1982
Page Four

"Employment re la tionsh ip " generally 
arises whenever a pa tien t is suffered 
or permitted to work. The toal facts 
surrounding a given s i tu a t io n ,  other 
than those factors s p e c i f ic a l ly  ex­
cluded in th is  subsection, determine 
whether the tes t is s a t is f ie d .  A 
major fac to r in determining whether or 
not an employment re la tionsh ip  exists 
under th is  Part is whether the work 
performed is of any consequential eco­
nomic benefit to the in s t i t u t io n .  
Generally, work shall be considered 
to be of consequential economic benefit 
i f  i t  is of the type that nonhandi­
capped workers normally perform, in 
whole or in part, in the in s t i tu t io n  
or elsewhere. A patient does n o t , ~ 
however, become an employee" merely i f  
he or she performs personal house­
keeping chores, such as maintaining 
his or her own_ quarters , or receives 
a token remuneration fo r his or her 
services. Nor- does the patient be­
come an employee i f  engaged in such 
a c t iv i t ie s  as making c ra f t  products, 
where the patient vo lu n ta r i ly  engages 
1n such a c t iv i t y  and the products be­
come the property of the patient making 
them, or the funds resu lt ing  from the 
sale of the products are divided among 
the patients p a r t ic ip a t in g  in that pro- 
gram or are used fo r  purposes of pur­
chasing materials consumed in making 
the c ra f t  products. On the other hand, 
determination of an employment re la t io n ­
ship does not depend on the level of 
performance of the patient or whether 
the work is of theraputic  value to the 
pa tien t. _/9

/9 29 CFR 529.2(d). Emphasis added.



R o b e r t  L .  C o l e

C o o r d i  n a t o  r

O f f i c e  o f  A l c o h o l i s m / D r u g  A b u s e .

A p r i l  1 2 ,  1 9 8 2

P a g e  F i v e

Thus, the c r i t i c a l  fa c to r  in determining the existence of an 
employment re la tionsh ip  is whether the program derives any 
"consequential economic benefit"  from the work done by the 
c l ie n ts  or pa tien ts . As the regulation fu r th e r  s ta tes, such 
a benefit usually is -found i f  the work is o f the type that 
is  usually performed by nonhandicapped workers. In the 
context of your program and the therapeutic purpose of the 
a c t iv i t ie s  enumerated above, th is  question is not quite  as 
susceptible of an easy answer as i t  is  in the case of an in ­
s t i tu t io n  such as a mental hospital which employs i t s  
pa tien t as "dishwashers, kitchen helpers, messengers and the 
l ik e " .  I t  does not seem as l ik e ly  tha t at Nugen's Ranch a 
c l ie n t  tending a garden, fo r  example, would be d isp lacing or 
impairing the employment opportun ities of another poten tia l 
employee that the program would otherwise h ire  to perform 
that task. However, th is  question need not be decided, with 
respect to the a c t iv i t ie s  you have described, because the 
f in a l Issue raised (I have saved the best fo r  las t)  resolves 
the problem.

AS 23.10.055 l i s t s  employees who are exempt from 
the provisions of the Alaska Wage and Hour Act. Subsections
(1) and (2) are d isp o s it ive . Subsection (1) provides:

(1) an ind iv idua l employed in a g r ic u l­
ture which includes farming in a l l  i t s  
branches and, among other th ings, includes 
the c u lt iv a t io n  and t i l la g e  of the s o i l ,  
da iry ing , the production, c u l t iv a t io n ,  
growing, and harvesting of any a g r ic u ltu ra l 
or h o r t ic u l tu ra l  commodities, the ra is ing  
of l ive s to ck , bees, fur-bearing animals, 
or p ou ltry , and any practices (inc lud ing 
fo res try  and lumbering operations) per­
formed by a farmer or on a farm as an in ­
cident to or in conjunction with the 
farming operations, including preparation 
fo r  market, de live ry  to storage or to 
market or to ca rr ie rs  fo r  transporta tion  
to market;
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Subsection (2) provides:

(2) an ind iv idua l employed in the 
catching, trapp ing , c u lt iv a t in g  or 
farming, ne tt ing  or taking of any kind 
of f is h ,  s h e l l f is h ,  or other aquatic 
forms of animal and vegetable l i f e ;

Thus under Alaska law, Nugen's Ranch is not required 
to pay minimum wages to ind iv idua ls  engaged in general house­
keeping /10 , harvesting crops /JJ., tending a greenhouse, 
caring fo r  animals, or f is h in g ; nor is  i t  required to do so 
under federal law, /12 IL must be emphasized, however, 
tha t the inqu iry  is a factual one, and therefore each s itu a ­
tion  must be 1n d iv idua lly  examined to  determine whether the 
minimum wage laws apply. I f  c l ie n ts  of Nugen's Ranch were to 
engage in a c t iv i t ie s  other than those you have described, the 
questions regarding a p p l ic a b i l i ty  of the minimum wage laws 
would have to be looked a‘ anew.

L S / j f

cc: Don Wilson -
Wage & Hour Divison' 
Department of Labor

/10 See 29 CFR 2(d), quoted above.

/11 Whether they perform th is  a c t iv i t y  fo r the Ranch or fo r  
other farmers.

/ 1 2  2 9  U S C  2 1 3 ( a ) ( 5 )  a n d  ( 6 ) .
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.ploycr and, where approprl- 
, the apprenticeship ngency or 

responsible school official, setting 
out that representative’s findings of 
specific pertinent facts and conclu­
sions and that representative's order 
concerning the proposed annulment or 
withdrawal. In proceedings Instituted 
for annulment, the order m a y  provide 
for withdrawal Instead of annulment 
If the proof warrants such withdrawal 
but falls to support adequately the an­
nulment. Such an order shall be 
deemed Issued and effective according 
to Its terms when mailed.

(Secretary's Order Ho. 18-75, dated Nov. 25, 1975 (10 Pit 55913): Employment Standards Older No. 70-2, dated Feb. 23, 1970 (41 Fit 
9010))
(43 Fit 20409. June 30, 1978]
9 52H.fi Review.
Any employer and, when appropri­

ate, any apprenticeship ngency or re­
sponsible school official, w h o  ex­
pressed timely objection to the pro­
posed action prior to Issuance ox an 
order ot annulment or withdrawal 
m a y  obtain review, limited to the ques­
tion of whether the findings of fact 
support the order under the -egula- 
lloiis In this part. Application for such 
review shall be In writing addressed to 
the Administrator and mailed within 
15 days after the order Is Issued. The 
Administrator m a y  affirm, modify, or 
reverse the order, or m a y  remand It 
for further proceedlrgs. The order 
under review shall not be stayed In 
effect pending such review. A n y  ag­
grieved person m a y  obtain such review 
of an order entered In proceedings In­
stituted under paragraph (c) of § 528.3.

(21 FR 5310, July 17. 1950, as amended at 22 
FR 5083, July 18. 19571
9 52H.7 Effect of order of annulment, or 

withdrawal.
1 wcept tes otherwise expressly pro­

vided In such order, any order of an­
nulment or withdrawal under para­
graph (a) or (b) of § 528.3 shall be ef­
fective to terminate all certifications 
to which the regulations In this part 
apply In effect at the establishment 
where the cause for withdrawal arose 
or where the annulled certificate had 
effect. After such annulment or with­

drawal, such employer shnll be Ineligi­
ble to obtain or exercise the privileges 
granted In such a certificate until ho 
satisfies the Issuing officer that he will 
not again give cause for annulment or 
withdrawal If a certificate Is Issued.

(Secretary's Order No. 10-75, dated Nov. 25, 1975 (40 FR 55913); Employment Standards Order No 78-2, dated Feb. 23, 1976 (41 FR 
9010))
(43 FR 20469, June 30. 1918]
P AR T  529— -EM P L O Y M E N T  O F  P A­

TIENT W O R K E R S  IN HOSPITALS 
A N D  INSTITUTIONS A T  SUBMINI­

M U M  W A G E S

Sec,529.1 Statutory language and scope of reg­
ulations.029.2 Definitions,529.3 Advisory Committee on Sheltered 
Workshops.529.4 Wage payments.529.5 Application for certificates.529.6 Criteria for consideration In Issuance 
of certificates.529.7 Issuance of certificates.529.8 Terms and conditions of cei tlflcat ,s.

529.9 Renewal of certificates,
529.10 Records to be kept.529.11 Cancellation of a certificate,
529.12 Review. 1 ’529.13 Submission of Informal!, n, Investi­

gations, r -d hearings.529.14 Relai )n to other laws.529.15 Issu ice of certificates for experi­
mental purposes.529.10 Amendment of this part,529.17 Review of regulations.

Authority: Sec. 14, 52 Stat. 1000, as 
amended (29 U.S.C. 214).
Sounct': 40 FR 5770, Feb. 7. 1975, unless 

otherwise noted.
§ 520.1 Statutory language and scope of 

regulations.
(a) T h e  Fair Labor Standards Act as 

amended, among other things, makes 
provision for the employment of 
handicapped persons at subminimum 
wages under certificate. This provision 
Is now designated as section H(c) of 
the Act. It reads as follows:

(c) (t) Except as otherwise provided In paragraphs (2) and (3) of this subsection, the Secretary of Labor, to the extent neces­sary In order to prevent curtailment of op. portunillcs for employment, shall by regula­tion or order provide for the employment
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under special reelIfiealcs of Individuals (Ill- eluding Individuals employed In agriculture) whose earning or productive capacity Is Im­paired by age or physical or mental deficien­cy or Injury nl wages which are lower than 
the minimum wage applicable under .section 0 of this Act but not less I hail 50 per centum of such wage and which are com­mensurate with those paid nonhuiullrappcd workers In Industry In tl.e vicinity for essen­tially the same type, quality, and quantity of work.(2) The Secretary, pursuant to such regu­lations as he shall prescribe and upon certi­fication of the State ngency administering or supervising the administration of voca­tional rehabilitation services, may Issue spe­cial certificates for the employment of—(A) handicapped workers engaged In work which Is Incidental to training or evaluation programs, and(It) multlhnndlrnppcd Individuals nnd other Individuals whose earning capacity is so severely Impaired that they are tumble to engage In competitive employment, at wages which arc less than those required by tills subsection and which are iclulcd lo the worker's productivity(3) (A) The Secretary may by regulation or order provide for the employment of handicapped clients In work activities cen­ters under special certificates at wages which are leas than the minimum applicable under section 0 of this Act or prescribed by paragraph (1) of (Ids subsection and which constitute equitable, compensation lor such clients In work activities centers.(Ml For purposes ot this section, the term "work activities centers" shall mean centers planned and designed exclusively to provide therapeutic activities for handicapped cli­ents whose physical or mental Impairment Is so severe as Lo make their productive ca­pacity Inconsequential.
(b) Authority lo promulgate the reg­

ulations and Issue the certificates re­
ferred to In section 14(c) hns been del­
egated by the Secretary to the Admin­
istrator of the Wa g e  nnd Ilour Divi­
sion (Secretary's Orders 13-71 and 15- 
71 (3G F R  8755 and 8750).
<e) Patient workers whose earning or 

productive capaclLy Is not Impaired 
shall be paid at least the statutory 
minimum wage. For patient workers 
whose earning or productive capacity 
Is Impaired to the extent that they are 
nut able to earn the statutory mini­
m u m  wnge, the regulations In this 
Part 529 govern certificates author­
izing special minimum wages for p:t- 
tlenL workers In hospitals and Institu­
tions for the sick, the aged, and Lhe 
mentally 111 or defective with the fol­

lowing exceptions which are governed 
by Parts 024 and 525 ol tills ample 
as appropriate:
(1) Fallouts of hospitals or Institu­

tions working for employers other 
than hospital or Ins' itul Ion.
(2) Patients working In sheltered 

workshops, Including work activities 
centers, as defined in Part 525, opera'- 
cd by the hospital or Institution.

9 529.2 I)ef7nit!ons.

(a) “Administrator" means the Ad­
ministrator ol Lilt; Wage and Lour Di­
vision. U.S. Department of Labor, or 
the Administrator's authorised repre­
sentative.
(b) "Patient worker" or "resident 

worker, hurt after referred Lo as "pa­
tient worker," means a sick, aged or 
mentally ill or defective Individual 
wno receives treatment nr care by a 
hospital or Institution, whether lie or 
she Is a resident or not, and has an 
employment relationship with such es­
tablishment, ether than In a sheltered 
workshop program.
(c) "Hospital or Institution." herein­

after referred to an "Institution." is a 
public or private, ntnijii'illl or profit 
facility primarily engaged in (i.e., 
more than 50 percent ol the Income is 
attributable to) providing residential 
care for the sick, the aged, or the m e n­
tally 111 or defective, Including but not 
limited to nursing homes, Intermediate 
care facilities, rest homes, convales­
cent homes, homes for the elderly and 
Infirm, halfway houses, residential 
centers for drug addicts or alcoholics, 
anti the like, whether licensed or ntu. 
licensed.
(d) "Kinnloyruent relationship" gen­

erally arises whenever a patient Is suf­
fered or permitted to work. The total 
fuels surrounding a given situation, 
other than those laches specifically 
excluded in tills subsection, determine 
whether the test Is salts! ittd. A  majo” 
factor In determining whether or no1, 
un employment relationship exisls 
under this Part Is whether the win!: 
performed is of any consequential eco­
nomic benefit Lo the Institution. G e n­
erally, work shall be considered to be 
of consequential economic benefit If II 
is of the type that nonhandieappod 
workers normally perform, in whole or
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[Tn purl, In the Institution or elsewhere.
IA pul lent does not, however, become 
*nn employee merely If he or she per­
forms persons! housekeeping chores, 
such us maintaining his or her own 
quarters, or receives a token remu­
neration for his or her services. Nor 
does the patient become an employee 
if engaged In such activities as making 
craft products, svhere the patient vol­
untarily engages In such activity and 
the products become the property of 
the patient making them, or the funds 
resulting from the sale of the products 
are divided among the patients partici­
pating in that program or are used for 
purposes of purchasing materials con­
sumed In making the craft products. 
O n  the other hand, determination of 
an employment relationship does not 
depend on the level of performance of 
the patient or whether the work Is of 
thernpcullc value to the patient.
(e) "Evaluation and training" means 

a program, authorized pursuant to sec­
tion 1‘1(c)(2)(A) of the Act, which pro­
vides competent Instruction and super­
vision and Is designed to determine a 
working patient's potential nnd to 
teach adjustment lo a work environ­
ment or the skills related to one or 
more types of work. T h e  duration of 
the evaluation and training depends 
on the total facts of the situation, but 
in no case shall exceed 12 months. 
Time spent in nn employment rela­
tionship In the Institution prior to the 
effective dale of Lhese regulations 
shall he counted In determining the 
duration a patient worker Is In evalua­
tion and training. (Any workweek 
during which there was regular and re­
current engagement In work, even 
though small In amount, which gave 
rise to an employment relationship, 
shall be considered as a week spent in 
evaluation and training.)
(f) "Group m i n i m u m  wage” means 

the mi n i m u m  wage authorized pursu­
ant to section 14(c)(1) of the Act 
which shall apply to all patient work­
ers w h o  have completed the evalua­
tion and training program, If one has 
been authorized for the Institution 
under this part (where no such pro­
gram has been authorized, the group 
m i n i m u m  wage applies Immediately 
upon a patient’s entering Into an e m ­
ployment, relationship with the Insti­

tution), except for patient workers 
w h o  are: Entitled lo a commensurate 
wage higher than the group minimum 
wage; subject to an Individual excep­
tion; or subject to a work activities 
center certificate, as defined In this 
part.
(g) "Individual exception" means au­

thorization, pursuant to section 
14(c)(2)(B) of the Act, to pay a partic­
ular patient worker whose earning or 
productive capacity is severely im­
paired less than the group*nininuun 
wage.
(h) "Work activities center" Is an ad­

ministrative classification given to a 
facility which has an approved pro­
gram (other than a work activities 
center program ns defined In Pari 
525), authorized pursuant to section 
14(c)(3) of the Act, which Is planned 
ar.d designed exclusively to provide 
work activities for patients whose 
physical or mental Impairment is so 
severe as to render their productive ca­
pacity Inconsequential. The work ac­
tivities shall be part of a recorded plan 
of therapy or care for such patients. 
Such activities need not, however, be 
restricted to a particular physical or 
program area of the Institution, nor to
a particular type of work. N o  program 1 
shall qualify for a work activities 
center certificate under this part 
unless the productive capacity of each 
Individual In the program Is so severe­
ly Impaired as lo make that person In­
capable of earning as commensurate 
pay at least 25 percent of the mini­
m u m  wage under section G of the Act, 
and the patient workers arc participat­
ing In the program as r part of 
planned therapy.
(I) "Commensurate pay" (the term 

used In these regulations) Is Intended 
to have the same meaning as "equita­
ble compensation" and "wages related 
to the worker's productivity," which 
terms are used In the statute, and 
means wages which arc commensurate 
with those paid nonhandicapped work­
ers In the Institution or In Industry 
maintaining acceptable labor stand­
ards In the vicinity for -ssentlally the 
same type, quality, and quantity of 
work. So for example, the commensu­
rate pay of a patient worker w h o  Is 75 
percent ns productive, considering 
quality and quantity, as the average
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nonhandlcappcd worker performing 
essentially similar work In the institu­
tion would be at least 75 percent of 
the wage paid to such nonhnndlcappcd 
worker.
<J) "State agency" means the agency 

within the State which administers or 
supervises the administration of voca­
tional rehabilitation services in any 
Stale of the United States, the Dis­
trict of Columbia, or any territory or 
possession of the United States.
(k) "The Act" means the Pair Labor 

Standards Ael of I mill, as amended.

g .r>2!)..1 Ailviniiry Coitiinillci' on Slicllcteil 
Workshops.

(a) T h e  Advisory Committee on 
Sheltered Workshops, appointed peri­
odically by the Secretary of Labor, 
shall advise and make recommenda­
tions to the Administrator concerning 
the administration and enforcement of 
this part and the need for amend­
ments thereto and for such other pur­
poses as m a y  be desired by the Admin­
istrator.
(b) The Administrator may consult 

with the Advisory Committee on Shel­
tered Workshops prior to any action 
taken under this part and m ay afford 
the Committee 15 days, or such addi­
tional time as m a y  be allowed, lo pres­
ent Its views. The Administrator may 
also afford the Committee an opportu­
nity lo present Its views in connection 
with any petition Tor review filed, any 
hearing held, and any petition for 
amendment of these regulations, or 
any proposed legislation by the Secre­
tary of Labor pertaining to the prob­
lems dealt with In these regulations.

tl 52P.1 Wage payments.

(a) A  patient worker whose earning* 
or productive capacity Is no! impaired 
shall be paid al least the statutory 
minimum wage. A patient worker* 
whose earning or productive capacity 
Is Impaired to the extent that the indi­
vidual Is unable lo earn at least the 
statutory m i nimum wage m a y  be paid 
n submlnlmuni wage but only after a 
certificate authorizing payment of 
such lower wage has been obtained 
from the W n g e  and Hour Division.
<l>) four types of certificates author­

izing submlnlmuni wages are available 
fur patient workers In Institutions:

Evaluation anil training, groui 
m u m  wage, individual except in 
work activities center. All but tb 
victual exception arc group ecrlii 
Under a group certificate, the pr 
Is certificated iind not llm hub 
patient worker. In the ease of tli 
vidual exception, authority to 
subminimum wage mm;', be nb 
for each Individual.
(c) Evaluation and training: I1 

workers subject lo an evahialio 
training certificate shall rerei 
least commenxiintle pay; no mill 
wage guimuiLcp Is m i n i m i  unbv 
Administrator, shall determine h 
the best Interest of the patient 
ers tlmi a minimum wage graranl 
set,
<d) Group m i nimum wage: Pa 

workers subject to a group mini 
wage certificate shall receive al 
the minimum wage authorized Ir 
certificate or commensurate 
whichever Is- higher. The group i 
m u m  wage shall not. be less, and 
be more, than 50 percent of the i 
m u m  wage under section G of the
(e) Individual exception: A  pal 

worker subject lo an individual ex 
lion shall receive not less than 
mi nimum wage authorized in the 
vidual exception eerlIfieale issued 
that patient worker or commcusu 
pay, whichever is higher. An intllv 
al exception shall not be less, and i 
be more, than 25 percent o! the n 
m u m  wage under section G ol the
(f) Work activities center: Pat 

workers subject to a work activi 
center certificate shall receive at It 
commensurate pay; no minimum w  
guarantee Is required unless the 
inlnlslrator, shall determine It Is 
the best interest of the patient \vc 
ers that a minimum wage guarantee 
set.
(g) Compensable Lime for a pall* 

worker starts when the Individ 
begins to perforin work involving 
employment relationship.
(h) Each patient worker's work p 

foriimnce shall be reviewed by the 
stltutlon at three month Inlerv 
during the first G months In an <• 
ploymenl relationship, and at |e: 
every G months thereafter and his 
her wages adjusted accordingly. Tl 
review shall relate tlu* patient woi
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er's nunnt-lty and quality of perform­
ance to that of nonhandicapped work­
ers receiving the prevailing wage In 
the institution for similar work or 
work requl "  similar skills. If similar 
work or worn, requiring similar skills Is 
not performed by nonhandlcnpped 
workers In the Institution the prevail­
ing wage paid nonhandicapped work­
ers In the vicinity in industry main­
taining acceptable labor standaids 
shall be used. T h e  review shall be 
made by a staff m em b e r  or members 
who observe the patient worker(s) 
being rated on a continuing basis nnd 
who are familiar with appropriate 
nonhandicapped production stand­

ards.
(I) N o  pari of the m i n i m u m  wage 

and overtime earned by a patient 
worker can be deducted for the cost of 
room, board or services. T h e  patient 
worker must receive his or her wnges 
free nnd clear, except for legal payroll 
deductions. It Is not the Intention of 
these regulations, however, to pre­
clude the Institution thereafter from 
assessing or collecting the reasonable 
cost of room, board and other services 
nclunlly provided to a pntlent worker 
to the extent permitted by applicable 
Federal or State law and on the same 
basis as It assesses and collects from 
nonworking patients.

§ 529.5

9 529.5 Application for certificates.
(a) AppMcatlon for a certificate for 

an evaluation and training program, a 
group m i n i m u m  wage, an Individual 
exception, or a work activities center 
m a y  be filed by any Institution with 
the Regional Office or Caribbean Di­
rector of the administrative region or 
area of the W a g e  and Hour Division, 
U.S. Department of Labor, In which 
the Institution Is located. Application 
forms m a y  be obtained from the ap­

propriate Office.
(b) A n  application for an evaluation

and training certificate and for an In­
dividual exception certificate for pay­
ment of a wage below 50 percent of 
the m i n i m u m  wage under section 0 of 
the Act shall also be filed with the 
State agency Before the W a g e  nnd 
Hour Division can act on such nn ap­
plication, the State agency must certi­
fy that the evaluation and training 
program meets the standards defined

In 5 529.2 or, In the case of an Individu­
al exception, that the Individual's 
earning capacity Is so severely Im­
paired that he or she Is unable to earn 
at least 50 percent of the minimum 
wage under section 0 of the Act.
(c) A n  Institution Initially applying 

for a certificate, other than an Individ­
ual exception certificate, which does 
not have the Information called for In 
the application, m a y  be Issued a tem­
porary certificate If It meets the re­
quirements of. and provides assurance 
of compliance with, this Part.
(d) Application for an Individual ex­

ception certificate m a y  be filed at the 
lime of applying for a group minimum 
wage certificate or during the life of 
the certificate. T h e  application must 
show, nmong other things, that the 
patient worker Is unable to earn the 
m inimum wage authorized In the 
group m i n i m u m  wage certificate.
(c) A n  application for an Individual 

exception filed before the patient 
worker has completed evaluation and 
training shall be considered timely. In 
such case, If action on the application 
Is not completed before the expiration 
of the evaluation and training period, 
the m i n i m u m  wage requested In.the 
application by the institution (not less 
than 25 percent of the mi n i m u m  wage) 
shall be the Interim m i n i m u m  wage.

TUI® 29— Labor

9 529,6 Criteria for consideration In Ihnu. 
ancc of certificates.

T h e  following criteria will be consid­
ered by the Administrator In deter- 
mining the necessity of Issuing a cer­
tificate or certificates and the condi­
tions to be specified therein:
(a) T h e  present nnd previous earn­

ings of the patient workers.
(b) Whether the pntlent workers are 

receiving commensurate pny.
(c) T h e  nature and extent of the dis­

abilities of the pntlent workers and 
the degree to which these factors 
affect earning or productive capacity 
of the patient workers.
(d) Whether the conditions required 

for certification under this part have

been met.
(c) Whether the certification by Ha­

state ngency has been made In accord­
ance with this part.
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9 529.7 Inhiiiiik'c of certificates.
(a) Upon consideration of criteria 

specified In § 529.fi, the Administrator 
may Issue a certificate or certificates, 
as appropriate.
(b) If a certificate Is Issued, a copy 

shall be sent to the institution. If 
denied, the institution shall be noti­
fied In writing of the denial and the 
reasons therefor.
(c) A  group m i nimum wage certifi­

cate m a y  be issued for the entire Insti­
tution or a department or departments 
of the Institution.

9 529.H Terms nod conditions of certifi­
cates.

(a) A certificate shall specify the 
terms nnd conditions under which It Is 
granted.
(b) A  certificate shall apply to every 

pp.tlenl worker in the program for 
which the certificate Is granted.
(c) A  certificate shall be effective for 

a period to be designated by the Ad­
ministrator, generally for a period of 1 
year. Patient workers may be p>.ld 
wages lower than the statutory mini­
m u m  only during the effective period 
of a certificate.
(d) A  group minimum wage certifi­

cate shall set a special minimum wage 
of not less than 50 percent of the mini­
m u m  wage under section 0 of the Act. 
An Individual exception certificate 
shall set a special minimum wngc not 
less than 25 percent of the minimum 
wage under section (I of the Act.
(e) An evaluation and training certif­

icate and a work acllvlt'-.s center cer­
tificate need not set .. ..peclal mini­
m u m  wage other than that required 
by paragraph (f) of tills section or pro­
vided for by § 529.4.

H) All patient workers subject to a 
certificate shall bo paid wages coin- 
inrii.surate with those paid nonhitiidl- 
tapped workers In the Institution In 
which llu-y are patients or In the vi­
cinity In Industry maintaining accept­
able labor standards for essentially 
the same type, quality, nnd quantity 
nf work, but. not less than the certifi­
cate rnte applicable If such a rale has 
iMi-n authorized.
(g) Patient workers shall be paid not 

Ir.vt Ilian one and one-half times the 
r« gdlnr rate for all hours worked In

•
excess of the m a x i m u m  workweek ap 
pllcable under section 7 of the.Act.
(h) No patient worker shall be 

newly-employed under :\ cerUfca'c 
Issued under these regulations white 
abnormal labor conditions, such as a 
strike a lock-out, or other similar con­
dition, exist In the Institution,
(I) Each patient worker and Ills ~r 

her parent or guardian shall la- 
formed promptly orally and In writing, 
of Ills or her rights under the Act.
(j) The terms of any eerl.llleal.e may 

be amended for enusc, upon request ol 
the Institution, or a patient worker or 
his or her parent or guardian, or upon 
lit- initiative of the Administrator.

9 529.9 Itcnewal uf rcriirinth-s,
(a) Application m a y  be filed for re­

newal of any certificate.
(b) If an appllcal on for renewal lues 

been properly and timely filed prior to 
the expiration dale of a certificate, 
the certificate shall remain In effect 
until the application for renewal has 
been granted or denied.
(c) Pntlent workers may be paid 

wages less than the statutory mini­
m u m  after notice that the application 
for renewal has been denied, if review 
of such denial Is requested in accord­
ance with § 529.12: PmvUtcd, Uowrrcr, 
That If the denial is affirmed on 
review, Liu; Institution shall reimburse 
any person covered by the eorlllteule 
In an amount equal lo the (inference 
between the applicable minimum wage 
and any lower wage paid such person 
subsequent to the effective da'<- of 
denial.

9 529.10 Itoyords la In- kept.
Every Institution shall maintain and 

have available for Inspection by tin- 
Administrator records of:
(a) Disability, which show the 

nature of each patient worker's dis­
ability.
(b) Productivity, which show the 

productivity of each patient worker nn 
a continuing basis or al periodic Inter­
vals ;ls defined In 5 529.4<li).
(c) Prevailing wage, which show the 

prevailing wages paid non handicapped 
workers in the Institution or In Indus­
try In the vicinity for essentially simi-
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§529.11

Inr work to that performed by the pa­
tient workers.
(cl> Production standards for an 

average nonhandlcnpped worker for 
each job being performed by a patient 
worker In the Institution (for use as a 
norm in measuring patient worker pro­
ductivity.)
(w) W h e n  an evaluation and training 

program Is authorizes s'' '— (.iflcnte, 
records showing which patient work­
ers are in the evaluation and training 
program, and the total period of time 
each worker has been In such a catego­
ry.
(f) W h e n  an Institution holds both a 

work activities center certificate and a 
group mi n i m u m  wage certificate, rec­
ords showing which patient workers 
ir-* under each certificate.

f i«o«ir,j 'he patient
. i..ir. V iiin. 'u’.J.;,’.u k .

lions nave been uuiliorizeu.
(h) In addition, the records required 

under all the applicable provisions of 
Part 51G of this chapter.
(i) Every institution having patient 

workers w h o  are entitled to benefits 
under the Act shall at all times display 
a poster, as prescribed by the Adminis­
trator, In a conspicuous place In the 
Institution where it m a y  be observed 
readily by the patient workers nnd 
other workers In the institution.
(J) Records required by'this section 

shall be kept for the periods specified 
In Part 516 of this chapter.

§ 529.11 Cancellation of u certificate.
(a) The Administrator m a y  cancel 

any certificate for cause. A  certificate 
m a y  he canceled (1) ns of the date of 
issuance. If it Is found that fraud has 
been utilized In obtaining the certifi­
cate or in permitting a patient worker 
to be employed thereunder; (2) ns of 
the date of violation, if It Is found that 
nny of the provisions of the Act or of 
the terms of the certificate have been 
violated; or (3) as of the date of notice 
of cancellation, If It Is found that the 
certificate Is no longer necessary In 
order to prevent curtailment of oppor­
tunities for employment, or that the 
requirements of this part have not 
been compiled with.
(b) If a petition for review Is filed 

under § 520.12, the effective date of 
the cnncpJiatlon shall be postponed

until action Is taken thereon: P ro ­
vided, however. That If Lite coneeltn- 
tlon order is affirmed on review, the 
institution shall reimburse any person 
covered by the certificate In an 
amount equal to the difference be­
tween Lite applicable minimum wage 
and any lower wage paid such person 
subsequent to the effective date of 
cancellation.
(c) Except In cases of willfulness or 

those In which the public Interest re­
quires otherwise, before nny certifi­
cate shall be canceled, facts or conduct 
which m a y  warrant such action shall 
be called to the attention of the Insti­
tution In writing and it shall be afford­
ed an opportunity to demonstrate or 
achieve compliance with all lawful re­
quirements.

Title 29— Labor

*, ‘JX * L

Any person ugGneveu nns urtuu, 
of an authorized representative of t|p> 
Administrator taken pursuant to UtU 
part may, within 60 days or such nilill. 
tlonnl time as the Administrator inn; 
allow, file with the Administrator * 
petition for review. Such review, If 
granted shnll be made cither by llu 
Administrator or by an authorU/d 
representative w h o  took no part Ip tin-, 
action under review, who may, lo th*. 
extent •' Is deemed appropriate, nffonl 
other k.. islerl persons an opportune 
ty to present data and vlev/s.

it 529.13 Submission or Information, law*, 
tlgittions, iiihI hearings.

The Administrator may require u  
any time the submission of such lulu, 
mation, other than tliat specified el** 
where In this part, as Is deemed nt>pr«»- 
priate, or m a y  conduct nn invcatm 
tion, which m a y  Include a lienrn* 
prior to taking nny action pursuant u  
tills pnrt. To  the extent It Is ileeirŵ  
appropriate, the Administrator p,î  
provide an opportunity to oilier Inn* 
cstcd persons to present duln %„t 
views.

i! 529.1 1 Iteliilinn to other laws,

N o  provision of this part, or of ».•,» 
certificate Issued under this pan, »i,u 
excuse noncompllancc with any m i .,* 
Fcdern) or State law or municipal «,««>. 
nance establishing higher standi,nw
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H 529.15 Issuance of certificates for ex- |ieriincniiil purposes.
In addition to llie Issuance of certifi­

cates as provided In §§ 529.1 to 529.14. 
the Administrator m a y  authorize the 
iss1 \nce of certificates to permit e m ­
ployment of patient workers in Institu­
tions at less than the applicable mini­
m u m  wage under section 0 of the Act 
as part of experimental programs to 
Increase employment opportunities for 
sucli persons. Such certificates shall 
be Issued in such types of cases and on 
such terms and conditions within the 
scope of section 14 of the Act us the 
Administrator shall determine will 
best further any such experimental 
programs. Certificates Issued under 
tills section shnll be limited to an ef­
fective period of not more than 1 year.

wnopler V — W a g e  and Hour Division

11,'S Ifi Amendment of this part.
Administrator m a y  at nny time 
lux or her own motion or upon 

• Httcn request of any Interested 
a netting fortli reasonable 

therefor, nnd after opporlunl- 
(» rju been itlvett It) Interested persons 
t,» t;t»cM their views, amend or 

Ar m y  of I lie terms of this pnrt.

• |5:10.13 Petition lor amendment of n-i;'iln| lions.
Autiioiutv: Sec, II, 52 Slat. totJfi; U.S.C. 211. unless otherwise noted. ,
Souiipk: 24 FR 729. Fell, 3, 1959. Ulllevl otherwise noted.

9 53(1.1 Definitions.

(a) The meaning of the terms 
"person," “employ," "employer," "em­
ployee," "goods " and "production." as 
used In tills part, Is Hie same as In the 
Fair Labor Standards Act of 10:lJt, tvs 
amended.

(b) "Industrial homeworker" and I 
"homeworker," as used In this part. | 
mean any employee employed or suf­
fered or permitted to perform indus­
trial homework lor an employer.

I IT*If of rcKtdulhiMH.
Aivfoilmidfly six months after the 

date (if tills part, the Wa g e  
*.■.» Hour Division will undertake a 
-... nf Its program for admlnlstra- 
i.iii vm! enforcement of this Part In 
»or}<*.<A«ii,n tvllil the Advisory Com- 
tort/* mi Sheltered Workshops.

r*iT 5 3 0 - E M P L O Y M E N T  O F  
•-O-WiwOPKERS IN CERTAIN IN- 
CVJISICS

Mil 11* f iiui lunx. 
i ,i | m-.in.tn.il of homrwurk.
•*i ■ (,v',. »llnn on offlclul forms, 
im r•rn.« »nd enndlllons for ttic Issu-

bul« . I .« f nil, Hi I I..
%-Vl I | l(l,-*l|llll.
• i r<<e iitx'lnii ol rerllflciiles,t o • in Alina and cancellation.• n • t m*rlili.iii nt certificates, ui i kiat reports.
sm t |K.i«*linn ill aulliority in grant, 1,-n i i i *ii' ■ I a cert Ideal c. pi '.i IM.l.mi f<«r review. i.u.i N.eut piinl.-ilon.s.

i n

 ... .a. ~ ii -.if i
In tills part, means Hie production by 
nny person in or about a home, apart­
ment, tenement, or room in a residen­
tial establishment of goods for nn e m ­
ployer w h o  suffers or permits such 
production, regardless of the source 
(whether obtained from an employer 
or elsewhere) of the materials used by 
the homeworker In such production.
(d) T h e  women's apparel Industry is 

defined as follows: T h e  production of 
women's, misses' anil Juniors' dresses, 
washable service garments, blouses, 
and neckwear from woven or pur­
chased knit fabric; women's, misses’, 
children's and Infants’ underwear, 
nightwear, and negligees from woven 
fabrics: corsets and other body sup­
porting garments from any material: 
other garments similar to the forego­
ing; nnd Infants; and children's outer­
wear,

(e) T h e  Jewelry manufacturing In­
dustry Is defined as follows:
(1) (I) T h e  manufacturing, process­

ing, or assembling, wholly or partially 
from any material, o Jewelry, com­
monly or commercially : • known. Jew­
elry ns used herein In* hales without 
limitation, religious, school, college, 
and fraternal Insignia; articles ol orna­
ment or adornment designed to be 
worn on apparel or carried on or abou' 
the person, Including, without limita­
tion, cigar and cigarette eases, holders, 
and lighters; watch cases; metal mesh 
bags and metal wnteh bracelets; and 
chain, inesli, and parts lor use in Hie
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SUBJECT: Minimum wages
(HB 182)

TO: Representative A lb e r t  P. Adams

FROM: Russ Josephson
L e g is la t iv e  Counsel

Follow ing is  the comparative sec tiona l ana lys is  you have 
requested fo r  the three versions o f  IIB 182 (the o r ig in a l  and 
the committee su b s t itu te s  by the Health, Education and Social 
Services Committee and the Labor and Commerce Committee):

Section 1

In the introduced vers ion o f HB 182, sec. 1 amends AS 23.-
10.070, "Exemptions from minimum wage", by adding a new sub­
section  (b) th a t says th a t the p a r t ic ip a n ts  in  re s id e n t ia l  
drug and alcoholism  treatment programs may be paid less than 
the minimum wage fo r  work therapy.

In the two committee s u b s t i tu te s , sec. 1 creates a new 
section , AS 23.10.071, "Wages fo r  work therapy". Sub­
section (a) o f  th is  section is  id e n t ic a l  in  the two com­
m ittee  su b s t itu te s  except th a t  the Labor and Commerce 
vers ion has added the phrase "designed to  extend more than 
120 days" on page 1, l in e  13. Subsection (b) d i f f e r s  in  
th a t  paragraph (1) has been re w r it te n  in  the Labor and 
Commerce vers ion  fo r  perhaps more c la r i t y ,  and para­
graphs (4) and (5) have been changed.

In the Health, Education and Socia l Services vers ion , the 
fa c to rs  in  ( b ) (4) are "the therapeutic  b e n e f i t  o f the work 
to  the p a t ie n t ,  the s k i l l  required to  perform the work, and 
the ro le  work therapy plays in  the p a t ie n t 's  treatment p lan". 
The Labor and Commerce vers ion su bs titu te s  "whether the work 
performed by the p a t ie n t  produces goods or services the pro­
ceeds o f which w i l l  economically or otherwise b e n e f it  the 
owners, opera tors, o r businesses o f  the re h a b i l i t a t io n  pro­
gram" .
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In the Health, Education and Social Services ve rs ion , the 
fac to rs  in  (b)(5) are "the impact o f the wage scale on the 
program, considering i t s  s ize , le v e l o f  funding, and the 
therapeutic  treatment services to  be prov ided". In  the 
Labor and Commerce vers ion , the fa c to r  is  "whether the work 
produced by the p a t ie n t  creates an u n fa ir  competition w ith  
p r iva te  en te rp r ise  because o f lower wage standards".

Section 2

In a l l  three versions o f  HB 182, sec. 2 creates a new 
section , AS 47.37.245, "Wages o f p a t ie n ts " .  In  the 
introduced version o f HB 182, the section simply says th a t 
the p a r t ic ip a n ts  in  these programs may be paid wages fo r  
work therapy, re fe r r in g  to d e f in i t io n s  o f work therapy and 
rates fo r  wages.

In the Health, Education and Social Services and Labor and 
Commerce versions o f  HB 182, sec. 2 has been g re a t ly  
expanded, but the te x t  is  id e n t ic a l .  In th is  ve rs ion , sub­
section (a) sp e c if ie s  th a t  the wages are an a llowable cost, 
th a t i s ,  payable w ith  grant money. Subsection (b) provides 
p ro te c t io n  o f the wages earned by preventing deductions fo r  
the cost o f  room, board or serv ices. Subsection (c) pro­
vides fo r  ho ld ing wages earned in  t r u s t ,  and i f  the p a t ie n t 
consents, fo r  the disbursement fo r  several enumerated pur­
poses .

Section 3

In a l l  three versions o f HB 182, sec. 3 amends AS 47.37.270 
by adding a d e f in i t io n  o f  work therapy. The introduced 
version o f the b i l l  defined work therapy as "an a c t i v i t y  
th a t  t ra in s  a p a t ie n t  in  minimal employment s k i l l s  and 
ass is ts  the p a t ie n t  in  re in te g ra t io n  in to  a community". The 
Health, Education and Social Services version instead defines 
work therapy as "an a c t i v i t y  th a t invo lves a p a t ie n t  in  basic 
employment s k i l l s  and a ss is ts  the p a t ie n t in  re in te g ra t io n  
in to  a community, but does not inc lude such a c t i v i t ie s  as 
personal housekeeping chores or cooperative re s p o n s ib i l i t ie s  
expected o f  each p a t ie n t  in  the program". In essence, the 
Health, Education and Social Services version added one new 
fa c to r  to  the o r ig in a l  ve rs ion: those a c t i v i t ie s  not
included in  "work therapy".

The Labor and Commerce version o f the d e f in i t io n  is  the same 
as the Health, Education and Social Services vers ion except
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fo r  the a dd it ion  o f another item not included in  "work therapy" 
"work th a t produces goods or services fo r  sale or d is t r ib u t io n ,  
the proceeds o f v/hich would be returned to the owners, opera­
to rs ,  or businesses o f  the re h a b i l i t a t io n  program".

R J : l jb  
20/004



Introduced: 2/9/83
Referred: Health, Education &
Social Services, Labor & Commerce 
and Finance

BY BARNES, CLOCKSIN, BUSSELL,
1 IN THE HOUSE LISKA AND LARSON

2 HOUSE BILL NO. 182

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ' HIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act exempting participants in residential drug

7 abuse and alcoholism treatment programs from Alaska's

8 minimum wage provisions, and providing a wage scale."

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

10 * Section 1. AS 23.10.070 is amended by adding a new subsection to

j.l read:

12 (b) Participants in residential drug and alcoholism treatment

13 programs may be paid less than the minimum wage prescribed in AS 23.-

14 10.050 - 23.10.150 for work therapy, as defined in AS 47.37.270.

15 * Sec. 2. AS 47.37 is amended by adding a new section to read:

16 Sec. 47.37.245. WAGES OF PATIENTS. Participants in residential

17 drug abuse and alcoholism treatment programs shall be paid wages for

18 work therapy, as defined in AS 47.37.270, at the rates established

19 under AS 33.32.050.

20 * Sec. 3. AS 47.37.270 is amended by adding a new paragraph to read:

21 (14) "work therapy" means an activity that trains a patient

22 in minimal employment skills and assists the patient in reintegration

23 into a community.

-1- H B  1 8 2
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O f f e r e d :  4 / 2 8 / 8 3
R e f e r r e d :  L a b o r  a n d  C o m m e r c e
a n d  F i n a n c e

Original sponsors: Barnes, Clocksin,
Bussell, et al

BY THE HEALTH, EDUCATION,
1 IN THE HOUSE AND SOCIAL SERVICES COMMITTEE

2 CS FOR HOUSE BILL NO. 132 (HESS)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act exempting participants in residential drug

7 abuse and alcoholism treatment programs from Alaska's

8 minimum wage provisions, and providing a wage scale."

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

10 * Section 1. AS 23.10 is amended by adding a new section to read:

11 Sec. 23.10.071. V/AGES FOR V/ORK THERAPY. (a) For work therapy,

12 as defined in AS 47.37.270, a participant in a residential drug abuse

13 or alcoholism treatment program may be paid less than the minimum wage

14 prescribed in AS 23.10.050 - 2.3.10.150 if the rate has been approved

15 by the commissioner under this section and is in compliance with

16 federal law.

17 (b) The commissioner shall adopt regulations regarding the

18 payment of wages for work therapy. In adopting the regulations, the

19 commissioner shall consider the following factors:

20 (1) whether the work performed by the patient is that which

21 is ordinarily carried on by patients in a residential treatment pro-

22 gram and is not solely for the economic benefit of the program, but

23 solely for the mutual benefit of the participants;

24 (2) whether the work performed by the patient would ordi-

25 narily be performed by full-time employees of the program;

26 (3) whether the work performed by the patient is work that

27 may produce income to the patient, other than wages;

28 (4) the therapeutic benefit of the work to the patient, the

29 skill required to perform the work, and the role work therapy plays in

-1 -  C S H B  1.82 ( H E S S )



1 the patient's treatment plan;

2 (5) the impact of the wage scale on the program, consider-

3 ing its size, level of funding, and the therapeutic treatment services

4 to be provided,

5 * Sec, 2. AS 47.37 is amended by adding a new section to read:

6 Sec. 47.37.245. WAGES OF PATIENTS. (a) A participant in a

7 residential drug abuse or alcoholism treatment program may be paid

8 wages for work therapy. The payment of wages for v/ork therapy by a

9 drug or alcoholism treatment program shall be considered an allowable

10 cost under the department's regulations governing costs a grantee may

11 pay with money received from a grant.

12 (b) No part of the wage earned by the patient worker may be

13 deducted for the cost of room, board or services. The program, how-

14 ever, after the payment of wages, may assess and collect the reason-

15 able cost of treatment according to rates established under AS 47.37.-

16 240, and on the same basis it assesses and collects from non-working

17 patients.

18 (c) Wages earned by the patient worker may be held in trust by

19 the program for the benefit of the patient, and disbursed by the

20 program, with the patient's consent

21 (1) for the support of the patient's dependents;

22 (2) to pay a civil judgment;

23 (3) for the purchase of gifts, clothing, and items of

24 personal use;

25 (4) to pay restitution or a fine;

26 (5) for other purposes considered appropriate by the treat-

27 ment program.

28 * Sec. 3. AS 47.37.270 is amended by adding a new paragraph to read:

29 (14) "work therapy" means an activity that involves a

C S H B  1 8 2 ( H E S S ) -2-



1 patient in basic employment skills and assists the patient in reinte-

2 gration into a community, but does not include such activities as

3 personal housekeeping chores or cooperative responsibilities expected

4 of each patient in the program.

-3- C S H B  1 8 2 ( H E S S )
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Original sponsors: Barnes, Clocksin,
Bussell, et al

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 182 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act exempting participants in residential drug

abuse and alcoholism treatment programs from Alaska's 

minimum wage provisions, and providing a wage scale.”

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

* Section 1. AS 23.10 is amended by adding a new section to read:

Sec. 23.10.071. WAGES FOR WORK THERAPY. (a) For work therapy, 

as defined in AS 47.37.270, a participant in a residential drug abuse 

or alcoholism treatment program designed to extend more than 120 days 

may be paid less than the minimum wage prescribed in AS 23.10 050 - 

23.10.150 if the rate has been approved by the commissioner under this 

section and is in compliance with federal law.

(b) The commissioner shall adopt regulations regarding the 

payment of wages for work therapy. In adopting the regulations, the 

commissioner shall consider whether the work performed by the patient

(1) is solely for the benefit of the patient and is that 

which is ordinarily carried on by patients in a residential treatment 

program;

(2) would ordinarily be performed by full-time employees of 

the program;

(3) is work that may produce income to the patient, ether 

than wages;

(4) produces goods or services the proceeds of which will 

economically or otherwise benefit the owners, operators, or businesses 

of the rehabilitation program; and

O f f e r e d :  5 / 1 1 / 8 3
R e f e r r e d :  F i n a n c e
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(5) creates an unfair competition with private enterprise 

because of lower wage standards.

* Sec. 2. AS 47.37 is amended by adding a new section to read:

Sec. 47.37.245. WAGES OF PATIENTS. (a) A participant in a 

residential drug abuse or alcoholism treatment program may oe paid 

wages for work therapy. The payment of wages for work therapy by a 

drug or alcoholism treatment program shall be considered an allowable 

cost under the department's regulations governing costs a grantee may 

pay with money received from a grant.

(b) No part of the wage earned by the patient worker may be 

deducted for the cost of room, board or services. The program, how­

ever, after the payment of wages, may assess and collect the reason­

able cost of treatment according to rates established under AS 47.37.- 

240, and on the same basis it assesses and collects from non-working 

patients.

(c) Wages earned by the patient worker may be held in trust by 

the program for the benefit of the patient, and disbursed by the 

program, with the patient's consent

(1) for the support of the patient's dependents;

(2) to pay a civil judgment;

(3) for the purchase of gifts, clothing, and items of 

persox.al use;

(4) to pay restitution or a fine;

(5) for other purposes considered appropriate by the treat­

ment program.

* Sec. 3. AS 47.37.270 is amended by adding a new paragraph to read:

(14) "work therapy"

(A) means an activity that involves a patient in basic

employment skills and assists the patient in reintegration into a

C S H B  1 8 2 ( L & C )  -2-



1 community;

2 (B) does not include

3 (i) activities such as personal housekeeping

4 chores or cooperative responsibilities expected of each

5 patient in the program; or

6 (ii) work that produces goods or services for sale

7 or distribution, the proceeds of which would be returned to

8 the owners, operators, or businesses of the rehabilitation

9 program.

- 3 - C S H B  1 8 2 ( L & C )




